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Survey Sizes Up Modern 
Foreman 


On the national average, 
today’s foreman is a little under 42 years 
old, has served with his company for 14 
years (and in the industry almost 20 
years), has been a foreman for eight and a 
half years, and supervises approximately 80 
workers. He considers himself part of 
management, doesn’t want to join a union, 
and is fairly well satisfied with his pay. 
But he does want and need more training 
than management is giving him, and he’d 
like a chance to consult with management 
and be kept better posted on company 
policies. 

These and many other facts emerge from 
a survey of today’s foremanship conducted 
by Modern Industry.* To determine how 
the foreman spends his time, and how man- 
agement thinks he spends his time, super- 
visory duties were broken down into 10 
major classifications, and a representative 
group of foremen were queried as to how 
much time during the week was spent on 
each activity. Personnel executives in the 
same companies were also asked to furnish 
estimates of the time spent by foremen on 
these tasks. 

In only three of the 10 categories— 
machine setup, receiving instructions, and 
training new employees—did the break- 
downs of the foremen and personnel execu- 
tives virtually coincide. On others, the dis- 
parity ranged from 25 to 50 per cent. 

One of the most significant findings is 
that the foreman devotes only a little more 
than 9 hours and 26 minutes of his 43-hour 
work week to direct supervision and order- 
giving. Management estimated that he 
spent 12 hours and 42 minutes on this phase 
of his job. On the other hand, personnel 
executives underestimate the time devoted 
to paperwork at half a day weekly, whereas 
foremen indicate they spend three-quarters 
of a day every week on “red tape.” An- 
other significant contrast between the 
breakdowns of the supervisor and his boss 
is found in the management estimate that 
the foreman puts in 3 hours and 24 minutes 
each week on labor relations and the fore- 


* Tuly 15, 1947. 


man’s own estimate of 1 hour and 45 min- 
utes. 

Supervisor’s were also asked to indicate 
the subjects on which they feel a need for 
further training or experience. The first 
10 are as follows: production problems, in- 
dustrial psychology, public speaking, com- 
pany planning, labor relations, business eco- 
nomics, company policies, handling griev- 
ances, job evaluation, and time study. 
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Measuring the Effectiveness of 
Personnel Work 


Interest in appraising the 
results of good personnel administration 
has shown a marked growth in recent 
months. This in itself is a significant de- 
velopment, since it indicates a healthy 
mental attitude on the part of personnel 
directors and members of top management. 

What has brought about this self- 
scrutiny? First, World War II left the 
field of personnel administration in many 
instances over-expanded. Second, person- 
nel administration is beginning to reach an 
adult stage in its development. Third, the 
“fire department” concept of labor relations, 
which has developed during the labor 
troubles of the past decade is becoming 
obsolete; management wants a _ more 
rational kind of job. Finally, individuals 
in personnel and labor relations work feel 
the need for more specific standards of 
performance and admittance to the profes- 
sion. 

In any effort to measure the effectiveness 
of a personnel program, it might be well to 
bear two things in mind: (1) that the com- 
pany should have an explicitly formulated 
and understood statement of policies and 
objectives; (2) that the personnel director 
and his assistants should strive at all pos- 
sible points to incorporate into new and 
existing activities individually stated objec- 
tives and some means by which progress 
toward these objectives can be gauged. 

Personnel departments can save money 
for management in a number of obvious 
ways, e.g.: (1) by reducing turnover, which 
is readily measurable and affects the cost of 
unemployment insurance in most states; 


—- se af eb oo ah me af aoa & 





e 
y 
1 
e 


“tbe kee 1 UW ' Rehm DD OD YS SG © 


tb ee 


w 


STRICTLY PERSONNEL 


(2) by reducing accidents, which can be 
translated into time saved through the 
reduction of lost time and workmen’s com- 
pensation; (3) by reducing absenteeism and 
tardiness; (4) through job training, with 
productivity studies before and after such 
training; (5) through improved selection. 
After inaugurating employment tests, some 
concerns have shown marked reductions in 
training time in addition to increased out- 
put. 

As to routine functions—such as recruit- 
ment, processing terminations, recordkeep- 
ing, cafeteria management, etc.—each of 
these has its own standard of optimum 
efficiency, and each makes an individual 
contribution to the over-all objectives of 
a company industrial relations program. 
Improvement in the management of these 
functions must be the responsibility of in- 
dividuals directly in charge of them, who 
should be required to report periodically to 
the personnel executive on their attainment 
of a recognized standard of performance. 

A few months ago a group of personnel 
executives who have been interested in this 
general question of personnel administra- 
tion standards and measurement discussed 
the problem and agreed upon certain meas- 
ures of appraisal. It was their judgment 
that the most logical approach was to an- 
alyze the personnel department by func- 
tions, and then to set up a group of meas- 
ures (however much these might duplicate 
each other) which could be utilized for the 
appraisal of each function: 

One function, for example, might be 
maintenance of a stable workforce. The 
measurements for appraising this are: turn- 
over, experience ratings, absenteeism, and 
tardiness. For the personnel department’s 
wage and salary administration function, 
the measurements would be: turnover, 
grievances, work stoppages, promotions and 
transfers, unfilled openings, quantity of 
production. Activities in regard to em- 
ployee benefits may be appraised by such 
measures as turnover, absenteeism, opinion 
surveys, participation, and comparison with 
competitors. Similar measurement factors 
can be set up for the appraisal of other 
functions for which the department is 
directly or indirectly responsible. 

In a recent survey personnel directors 
were asked to state which factors in their 
periodical reports were given the greatest 
weight by top management. Of the 50-odd 
companies that participated, only 10 re- 
sponded to this question. Limited though 
this evidence is, it may be clearly inferred 
from it that large numbers of personnel 
directors do not have recognized objectives 
against which their work is measured by 


top management, The evidence would seem 
to imply also that neither the majority of 
personnel men nor top management has 
given much thought to this problem. 
Among the companies that did reply to the 
question, the following appraisal factors 
are typical: supervisory development; 
safety records; good union contracts 
(meaning contracts not out of line with 
the area or industry) arrived at without 
work stoppages; control of labor turnover ; 
employment and training reports; develop- 
ments and accomplishments in guidance, 
leadership, and assistance to operating 
departments through weekly personnel com- 
mittee and executive board meetings. 
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New Aptitude Test Battery 
Covers 2,000 Occupations 


A new General Aptitude Test 
Battery that predicts ability to learn to 
perform the duties of any one of a number 
of jobs, or to succeed in any of a number 
of fields of work, is now being introduced 
to state Employment Service officials 
throughout the country and will eventually 
be made available to industry through the 
U. S. Government Printing Office, accord- 
ing to an announcement by the Department 
of Labor. 

The battery, covering 20 types of work 
and as many as 2,000 specific occupations, 
consists of 11 paper-and-pencil tests and 
four apparatus tests. These tests were 
selected because they best measured 10 of 
the abilities that are often required in the 
performance of jobs—i.e., verbal, numeri- 
cal, spatial, intelligence, ‘form perception, 
clerical perception, aiming, motor speed, 
manual dexterity, and finger dexterity, 

The battery has been administered so far 
to persons successfully employed in jobs 
representing the 20 fields of work—e.g., 
engineering, general clerical work, complex 
equipment repairing, simple visual inspec- 
tion, etc. Scores made on tests by persons 
seeking guidance or employment can be 
compared with the scores achieved by the 
successful workers in these fields and the 
potentialities of the individuals to succeed 
in each field can thus be evaluated. 

The tests will be used in counseling as a 
measure of the applicant’s abilities in rela- 
tion to the various fields of work in which 
he may have interest but lack practical ex- 
perience. Further, it is hoped that this will 
represent a more orderly approach to the 
problem of developing special batteries for 
the countless occupations for which selec- 
tion tests may be needed. Those tests in 
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the General Aptitude Test Battery which 
measure abilities significant to the success- 
ful performance of a given job can be ad- 
ministered as a specific aptitude test bat- 
tery, and the other tests ignored. 
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Sound-Slide Annual Report 
Available on Loan 


The Jewel Tea Company’s 
highly effective annual report for 1946, in 
the form of a technicolor sound-slide film, 
may now be borrowed by companies that 
are seeking a model on which to style their 
own reports to employees. 

The film, which takes about 12 minutes 
to show, tells the story of the company’s 
operations for the year in a simple and 
straightforward manner. No attempt is 
made to “jazz up” the story; neither is it 
interpreted on a kindergarten basis. Jewel 
believes that employees deserve and appre- 
ciate an intelligent, factual presentation. 

After display of the film, Jewel em- 
ployees are given a _ booklet containing 
quotations from the report and reproduc- 
tions of some of the slides as a refresher 
and a source of facts and figures that they 
can use in discussing the film with others. 

Readers interested in borrowing the film 
should address their requests to R. E. 
Stevens, Chief, Sales Personnel Division, 
Jewel Tea Company, Inc., Jewel Park, 
Barrington, Lil. 
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Cleveland Executives Develop 
Courses in Personnel 
Administration 


Working on the practical 
theory that every staff worker in a per- 
sonnel department should be considered a 
potential department head, a group of 
Cleveland personnel and industrial relations 
managers met a few years ago to blueprint 
a series of guided discussion sessions on 
various aspects of personnel work—rang- 
ing from recruitment and selection methods 
to personnel department layout and prepa- 
ration for collective bargaining. 


Approved by the Industrial Relations As- 
sociation of the Chamber of Commerce, 
The Cleveland Personnel Association, and 
the Industrial Training Directors Associa- 
tion, the program* got under way last year 
with two 12-week terms. With discussions 
led by experienced personnel men and 
authorities in the specialized subjects 
covered, the course begins with a session on 
the analysis of manpower needs—i.e., the 
number and kind of workers required and 
the preparation of job descriptions for the 
use of the employment manager. This is 
followed by sessions on sources of labor 
supply, selection methods, personnel records 
and record-keeping, legislation affecting the 
employment contract and governing hours 
of work, employment of women and 
minors, etc. The second term’s work 
covers training, employee services, safety, 
health programs, employee counseling, and 
the workmen’s compensation system. 
Guided field trips to Cleveland’s most pro- 
gressive personnel departments are made 
several times each term. 


The program is confined to the relatively 
simpler operating procedures of the per- 
sonnel department, since it was felt that 
high standards could not be maintained if 
instruction were “spread thin” over the en- 
tire field 


After students are well grounded in the 
more basic operations of the personnel de- 
partment, however, the sponsors plan to 
offer advanced courses on collective bar- 
gaining techniques, labor legislation, job 
evaluation, and other aspects of personnel 
work with which the full-fledged adminis- 
trator must be completely familiar. 


Flexibility is the keynote of this project. 
With courses tailor-made by Cleveland’s 
top industrial relations executives and at- 
tended by assistants, staff specialists and 
departmental employees of the same or 
similar plants, the course content and meth- 
ods of treatment can be continually adapted 
to the needs of the group as they become 
apparent. And, as one executive points 
out: “The sponsors have a selfish interest 
in it, They are training their own per- 
sonal understudies and their own depart- 
mental employees.” 


* As described by F. S. Laffer in The Cleve- 


lander. 

















THE FUNCTION AND SCOPE OF PERSONNEL 
ADMINISTRATION 


Epitor’s Note: Samuel Johnson in his dictionary defined a net as 
“a reticulated surface filled with interstices.’ There have been many 
definitions of the function and scope of personnel administration, but 
some of these have proved just as confusing to non-personnel people 
in their overly-precise statements as Johnson’s definition of a net. The 
statement that follows does not purport to be perfect, and it is probably 
not sufficiently comprehensive from all viewpoints in the field of per- 
sonnel administration; but its chief merit lies in its simplicity and 
straightforwardness. It was prepared at a special personnel conference 
held at Armstrong Manor, Lancaster, Penna., by a group of some 20 
personnel executives who have a mutual interest in establishing more 
specific standards for attaining the objectives of personnel administration. 
The statement is offered for the consideration of others in the profession 
who have been concerned with this problem, and comments on it will 
be welcome. 


A. THE PURPOSE OF BUSINESS ENTERPRISE 


In our economy, the primary purpose of business enterprise is the profit- 
able production and distribution of goods and services. The fulfillment of this 
primary purpose is contingent upon: 


1. The economic need for or usefulness of such goods or services. 

2. Conditions of employment for all members of the organization which 
provide for satisfaction in relation to their needs, so that they will 
desire to work for the enterprise. 

3. The effective utilization of men and materials. 

4. The continuity of the enterprise. 


All these essential elements may be combined in a statement of purpose as 
follows: “The purpose of business enterprise is the profitable production of 
goods and services to fill economic needs in such a way as to provide satisfac- 
tory returns to both economic and social suppliers, owners, and members of 
the organization, under conditions which provide for the maximum conserva- 
tion of human and material resources over a continuing period.” 

The methods adopted by business organizations in fulfilling this primary 
purpose must, of course, be consistent with the ethical and social values of our 
society and with the policies and regulations established by legislative action. 


B. OBJECTIVES OF PERSONNEL ADMINISTRATION 


The achievement of the purpose of the enterprise involves the coordina- 
tion of a number of basic functions such as sales, production, procurement, 
finance, etc. All these functions are carried out by people. There is a func- 
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tion which is an integral part of all other functions, therefore, which is known 
as “Personnel Administration.” 


The objectives of Personnel Administration are: 


1. Effective utilization of human resources. 


2. Desirable working relationships among all members of the organiza- 
tion. 


3. Maximum individual development. 


C. REQUIREMENTS FOR ACHIEVEMENT OF OBJECTIVES 


To achieve these objectives, the following three requirements must be ful- 
filled : 

1. Obtain capable people ——To obtain capable people, it is necessary first 
to know what they will be required todo. There should be a plan for the divi- 
sion of the organization’s task into functions and positions. There should be 
a definition of the responsibilities and duties of each position established by 
that plan and of its relationships with other positions. There should be a 
determination of the qualifications necessary for the effective performance of 
each position. After the organization plan has been determined, it is necessary 
to recruit and select people possessing the desired qualifications (or the po- 
tentialities for developing them) and to secure acceptance of the terms of 
employment by the selected candidates. 

2. Utilize their efforts effectively—tIn order that the organization’s pur- 
poses may be achieved, each person must know what is expected of him. He 
should understand the scope of his responsibilities and the policies within the 
limits of which he must work in fulfilling these responsibilities. He should 
possess, or be given the opportunity to acquire the knowledge, skills, authority, 
“tools,” and help necessary for effective performance in his position. His 
performance should be appraised and he should be informed periodically of 
the extent to which he is measuring up to the expected standards. Effective 
performance should be rewarded and improvement encouraged. Provision 
should be made for transfers and retraining where needed to make the most 
effective use of the individual’s capabilities and to facilitate the prompt replace- 
ment of the incompetent. To insure the continuity of an effective organization, 
this whole process must be dynamic rather than static, providing for the 
planned development of all people within the organization so that their poten- 
tialities may be utilized to the fullest extent and so that openings will be ade- 
quately filled as they occur. 

3. Maintain willingness to work to achieve the organization’s purposes. 
—This willingness depends upon each individual’s expectation that he can 
satisfy his needs through his work. He must therefore be fairly compensated 
for his efforts and protected as far as possible against insecurity from illness, 
accident, old age, unemployment, and against arbitrary actions by his superiors. 
He must obtain social satisfaction from his associations on the job. His work 
must afford opportunities for the development and utilization of his capacities 
and skills and for recognition of his accomplishments. .He must have an 
opportunity to participate in plans and decisions affecting his job or his welfare. 
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FUNCTION AND SCOPE OF PERSONNEL ADMINISTRATION 7 


D. PERSONNEL ADMINISTRATION AND ORGANIZED LABOR 


These basic objectives of personnel administration, and the requirements 
for attaining them, remain the same whether or not certain groups among the 
members of the organization belong to labor unions. Some of the specific 
procedures for reaching the objectives may, of course, be determined by col- 
lective bargaining. This does not alter either the objectives or management’s 
obligation to strive to reach them. 

The objectives of personnel administration are not in opposition to those 
objectives of organized labor which are consistent with the private enterprise 
system. Management can demonstrate the correctness of that fact by its 
policies and its actions. Actually, the above statement of the objectives of 
personnel administration is in the best interests of all those to whom manage- 
ment is responsible: owners of the enterprise, the community, consumers of 


its goods or services, and members of the organization itseli—including groups 
who may belong to unions. 


E. RESPONSIBILITY OF TOP MANAGEMENT 


Because all the functions of management are accomplished through peo- 
ple, the principal responsibility for achieving the objectives of personnel admin- 
istration is vested in the chief executive. This necessitates the establishment 
of controlling policy for the organization as a whole and, particularly, atten- 
tion on his part to the promotion of harmonious day-to-day relationships 
among his immediate subordinates. Accordingly it is required that every 
other member of the management group exercise like responsibility with re- 
spect to his own subordinates within the scope of company policy. 


F. RESPONSIBILITIES OF THE SPECIALIST 


The size or complexity of an enterprise may require the use of a staff 
executive specializing in Personnel Administration, in addition to other execu- 
tive officers. The functions of this personnel executive are: 


1. To aid management in the preparation, adoption, and continuing evalu- 
ation of a program of personnel administration expressed in terms of 
definite written company policy. 

2. Personnel research that will keep management continually informed 
so that better decisions and plans can be made by management on 
matters affecting resources. 

3. To develop an effective appraisal system which will be used by man- 
agement to provide a current inventory of human resources in the 
organization. 

4. To maintain a program of education and training which will provide 
each member of the entire organization with information required to 
do their own jobs, with the skills to do these jobs and develop their 
effectiveness. 

5. To aid management in assuring effective communication throughout 
the organization. 

6. To aid management in establishing a relationship among all members 
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of the organization, and between the organization and the community, 
which is characterized by mutual confidence and respect. 

7. The establishment and administration of personnel services that are 
normally delegated to a personnel department. These include: main- 
tenance of a stable working force, a program of salary and wage ad- 
ministration, employee benefits and activities, etc. The many activities 
involved in carrying out this function are described in the American 
Management Association’s Research Report No. 4, “How to Establish 
and Maintain a Personnel Department.” 


8. The development, as required, of a competent and efficient staff to im- 
plement the program. 


In carrying out these functions, he has no authority of command, except 
within his own department. In this respect, his authority is parallel to that 
of any other department or division head in an organization, such as Vice 
President in Charge of Sales. 


G. RESPONSIBILITY OF LINE ORGANIZATION 


The responsibility for carrying out a company’s program of personnel ad- 
ministration in any of its organization units must rest with the officer or execu- 
tive in charge of the unit. In addition to fulfilling the administrative duties 
which the program prescribes, he should demonstrate its spirit by his example. 
He should be the official representative of the company in its relations with 
his subordinates, as members of the organization. 

Each manager must concern himself with the interest and ability in per- 
sonnel administration of each of his subordinate managers. He shouid stimu- 
late this interest and help each to develop this ability. Though he may receive 
counsel and aid from personnel specialists in such endeavors, he cannot avoid 
ultimate responsibility for the personnel function. 

All executives should continually concern themselves with the success of 
their subordinate managers in carrying out the company’s personnel program, 
should note failures in executing any of the program’s features, and should 
assist each subordinate executive in correcting such failures. 




















WINNING COMBINATIONS IN PERSONNEL 
ADMINISTRATION 


By HARRY G. ISEMANN 
Potomac Electric Power Company 
and 
ARTHUR R. LANEY, JR. 
Personnel Department 
Washington Gas Light Company 


How can interest in personnel administration be stimulated among line 
supervisors and executives, who share responsibility for sound human rela- 
tions with the personnel executive? This article outlines specific methods 
that may be employed to enable the line organization to operate its own 
program of development in personnel management. Utilizing both group 
and individual methods (i.e., conferences and periodic appraisals of man- 
agement), the program not only provides practical training and constructive 
experimentation in personnel administration but, in addition, builds 
wider acquaintanceship and better relations throughout the management 
organization. 


IRST of all, let us agree on just what is meant by “personnel administra- 

tion.” We might say, very simply, that personnel administration is good 
management. More descriptively, Ordway Tead has defined’ it as “the 
direction and coordination of the human relations of any organization with a 
view to getting the maximum necessary production with a minimum of effort 
and friction and with proper regard for the genuine well-being of the workers.” 
In our society “maximum production with a minimum of effort and friction” 
has now become not only a social but an économic necessity. Companies 
which are not operated ‘“‘with proper regard for the genuine well-being of 
the workers” are being forced out of business by their own militantly dis- 
gruntled employees or by their competitors. 

The fundamental winning combination in personnel administration is the 
line organization and the staff personnel department. By “line organization” 
we mean all supervisory personnel from the first-line foreman to the president. 
Only where there is real understanding and teamwork between line supervisors 
and members of. the personnel department staff is personnel administration 
possible. The personnel department staff must realize that its job is to help 
supervisors and executives become personnel administrators. The supervisors 
and executives must accept the personnel department staff not as rivals nor 
as mere critics, but as partners in good management. 

Once personnel administration is accepted both as a matter of competitive 
survival and as a joint line-staff responsibility, the question arises: “How 
does the personnel department go about helping supervisors and executives 
become personnel administrators?” We believe the answer is: “as indirectly 
as possible.” As the noted psychologist Gordon Allport has observed :* 
“People must have a hand in saving themselves; they cannot and will not be 
saved from the outside.” 

The wise personnel director, therefore, supplies methods and staff assist- 





1See Studies in Personnel Policy, No. 73, “Organization of Personnel Administration,” National Indus- 
trial Conference Board, New York, 1946, p. 85. 

* For elaboration on this point, see Human Factors in Management, edited by S. D. Hoslett, Park College 
oe Parkville, Mo., 1946, pp. 253-264; or ‘‘The Psychology of Participation,’”? Psychological Review, 

May, 1945. 
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ance but encourages the line organization to operate its own program of devel- 
opment in personnel administration. Following is a description of how such 
a “Management Development Plan” may be operated: 

To provide the essential top management participation and support, a 
“Policy Committee” is established to determine general policies for the plan. 
The president, who acts as chairman, appoints other top executives, including 
the personnel director, to serve as members. Though meeting as a committee 
only when policy decisions are necessary, the members are kept fully informed 
as to the operation of the plan. This is done partly by the use of minutes, 
which will be described later, and partly through a personnel department 
training specialist, who acts as secretary of the committee and who also 
participates, in a staff capacity, in the operating phases of the plan. 

Another and usually larger committee, comprised of next-level executives 
and department heads, is created to administer the policies adopted by the top 
committee. The “Administrative Committee” meets regularly once a month, 
and members also serve on its working subcommittees, which meet as often 
as necessary to prepare recommendations as to operating details. The Admin- 
istrative Committee annually elects a chairman, who has the major operating 
responsibility for the plan. So that he may be able to do justice to this 
position without too much interference with his regular duties, he has the 
assistance of a second training specialist, who serves as secretary of the 
Administrative Committee. 

Working closely together as training specialists reporting to the personnel 
director, it is the responsibility of the secretaries of the two committees to 
keep the members up-to-date on personnel administration methods as well as 
to relieve them of as much “paper and leg work” as possible. This staff 
assistance, however, does not, deprive the line organization of major respon- 
sibility for the successful operation of the plan. 

The specific methods which the personnel director may recommend as a 
winning combination in developing personnel administrators are the “Periodic 
Review of Management Personnel”*® and the “Management Conference Pro- 
gram.” The Administrative Committee chairman appoints about half the 
members of his committee to a “Review Subcommittee” and the others to a 
“Conference Subcommittee.” In the interests of coordination, he also serves 
as chairman of both subcommittees. The secretary of the Policy Committee 
also acts as secretary and “Recorder” for the Review Subcommittee, and the 
secretary of the Administrative Committee also acts as secretary and “Trainer” 
for the Conference Subcommittee. (The chart on the opposite page may help 
clarify these organizational relationships.) All decisions on operating details 
made by the subcommittee are subject to discussion and approval by the entire 
Administrative Committee at its monthly meetings. 


PERIODIC REVIEW OF MANAGEMENT PERSONNEL 


Briefly, the purpose of the review is to stimulate the interest of each 
member of management in personnel administration. The procedure entails 
three steps: (a) The Evaluation of a person’s job performance and poten- 


3 As developed by A. V. MacCullough for the American Viscose Company. (An article by Mr. Mac- 
Cullough giving further details will appear in a forthcoming issue of PERSONNEL.) 
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tialities by his “Review Board” of three superiors; (b) The Interview ; and 
(c) The Follow-up. 


a. The Evaluation 


With the exception of members of the Policy Committee, each person in 
the management organization is annually studied by a Review Board consisting 
of his three superiors; that is, his immediate supervisor and two direct line 
superiors. Asa basis for the study, a rating form* is used which contains such 
items as: knowledge of organization, policies, and procedures; ability to 
delegate responsibility and authority ; courtesy to subordinates, associates, and 
superiors ; ability to impart enthusiasm in performance of work; maintenance 
of discipline and morale; use of safety plans and techniques ; success in stimu- 
lating suggestions from subordinates ; and development of subordinates. 

Each member of the Review Board also studies an up-to-date and complete 
job description on the person being evaluated. In addition to the information 
supplied by Board members, any objective evidence that is available and related 
to the person’s performance as a personnel administrator is presented at the 
Board meeting by the Recorder. The latter (one of the two training specialists 
assigned to the Management Development Plan) also records the Board’s final 
verdict on each item on the rating form. 

The person studied is not compared with others in the organization ; 


rather his performance and potentialities are compared with a “reasonable 
expectancy.” 


b. The Interview 


The interview between the person studied and the Board member who is 
his immediate supervisor takes place within a day or two following the Board 
meeting. The evaluation method used by the Board is explained, and a blank 
copy of the rating form is handed the interviewee with the suggestion that 
he analyze himself. . 

This approach has several advantages. Usually the person is tougher 
on himself than the Board was, and he is pleased to learn that they think more 
highly of him. Furthermore it gives him a chance to diagnose his own weak- 
nesses in personnel administration and request help. This makes all the 
difference in the world in his attitude toward training. 

In the course of the interview, the Board member comments upon any 
differences between the self-analysis and the Board’s evaluation, and thus has 
an opportunity to express appreciation for good performance and to offer 
constructive criticism. Upon completion of the interview, the Board member 
writes in a summary of results and returns the rating form to the Recorder. 


ce. The Follow-up 


Follow-up measures supplement the group training in personnel adminis- 
tration provided by the Management Conference Program and are more 
personal in nature. The Board members meet again to consider definite 
recommendations. Such recommendations may include: special coaching by 


‘For a reproduction of the form in its entirety, see The Management Almanac, National Industrial 
Conference Board, New York, 1946, pp. 251-258. 
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immediate supervisor or staff representative; brief assignment in another 
department ; enrollment in evening courses offered locally; or visits to other 
departments or companies. 

The usefulness of the Periodic Review is not confined to making members 
of management more receptive to development as personnel administrators. 
Other values which may be derived include: 


The spotting of misfits, and their subsequent better placement ; 

2. Revelation of positions for which there are inadequate replacements 
at present ; 

3. Increased attention to the principles of good organization structure ; 
and 

4. Clarification of individual duties, responsibility, and authority. 


THE MANAGEMENT CONFERENCE PROGRAM 


The objectives of the Conference Program are: (a) to afford practical 
training in personnel administration which supervisors can apply in their 
day-to-day performance on tne job; and (b) to foster better understanding 
between all members of the management organization via two-way communi- 
cation. The second objective is a necessary antidote both to excessive depart- 
mentalism and to the feeling on the part of first-line supervisors that they 
are not actually a part of management. 

In general the program provides that all management personnel except 
those on the Policy or Administrative Committees attend one two-hour con- 
ference on company time each month during a November-through-May 
conference season. 

To permit adequate individual participation, conference groups are limited 
to about 15 members each. If, for example, there are 150 participants, 10 
groups are established. To promote broad and free discussion, each group 
is as departmentally and occupationally mixed as possible, and no one is 
assigned to the same group as his immediate supervisor. About a third of the 
members of each group are rotated to other groups at the end of each 
conference season. ; 

The effectiveness of the Conference Program is largely dependent upon 
the quality of conference leadership. For that reason, and to keep them in 
touch with the operation of the program at the conference level, both of the 
training specialists assigned to the Management Development Plan also act 
as conference leaders. Enough additional leaders to provide one for each 
group are appointed several months before the beginning of the conference 
season. This allows time for the Trainer (the training specialist who serves 
as secretary of the Conference Subcommittee) to train the other leaders in 
techniques of modern conference leadership, including role-playing.® Prior 
to each month’s conferences, the Trainer also coaches the other leaders in 
the specific presentation to be made. 

At the end of each group conference, a secret vote is taken as to its 
effectiveness. Lach conferee is given a ballot (see illustration page 14) on 
which he votes “Very worth while,” “Useful,” “Doubtful as to value,” or “Feel 


5 For details, see “Role-Playing in Supervisory Training,” by Bradford and Lippett, PErsonNEL, May, 
1946. 
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that time was wasted.” This has been found to be good insurance against 
degeneration of the conference program into “‘just some more meetings to 
attend.” By use of these ballots it is possible ‘to measure the value of each 
topic, the performance of each conference leader, and, to a considerable degree, 
the success of the conference program as a whole. 

The May meeting of the conference groups each year is devoted to 
soliciting suggestions from the conferees as to the subjects they want included 
on the next season’s agenda. These are given careful consideration by the 
Conference Subcommittee in developing their recommendations as to topics. 
By way of illustration, the current agenda for one company® which is using 
this program is as follows: 


October ..... Dinner Meeting" 

November ...Supervisor’s Place in the Community 

December ....Supervisor’s Qualifications 

yaumaary ..... Supervisor’s Responsibilities 

February ....Supervisor’s Relations with Those Under His Supervision 
SN se viedee Supervisor’s Relations with “The Boss” 

| ee Supervisors’ Cooperation with Each Other 

ery Development of Suggested Topics for 1947-48 Conference Program 


Operating through its Conference Subcommittee, the Administrative Com- 
mittee decides who is to be in each of the conference groups, appoints the 
conference leaders, prepares each month’s conference presentation (using 
charts, films, and other media), and either answers or secures answers to any 
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Doubtful as to value 


Feel that time was wasted 
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® Potomac Electric Power Company, Washington, D. C. 


™This company inaugurates each conference season with a banquet, in October, to which all management 
personnel are invited. 
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questions which may come from the conference groups regarding general 
management policies and practices. 

During the conference season, the Conference Program part of the Admin- 
istrative Committee’s monthly meeting is devoted mainly to previewing the 
next month’s proposed conference presentation. This not only assures a 
down-to-earth presentation with which the Committee is in agreement but 
helps to keep the members informed as to what their subordinates are being 
taught concerning modern personnel administration. 

While giving the Administrative Committee wide latitude in operating 
the program, the Policy Committee controls all expenditures and makes final 
decisions on all matters normally decided by top management. 

To help keep the committees informed, anonymous combined and con- 
densed minutes of each month’s conferences are sent to all members. Those 
on the Policy Committee also receive minutes of the Administrative Com- 
mittee’s monthly meetings. 

The conferences are devoted to matters which are company-wide in scope. 
They do not take the place of departmental staff meetings. While the pro- 
gram is not a means of stimulating expressions of supervisory discontent, con- 
structive suggestions regarding management practices and requests for policy 
clarification are referred to the proper parties for action. Experience shows 
that such matters receive top priority from company executives, and mutually 
satisfactory action usually results. 

In addition to attainment of the basic objectives, the following benefits 
may be expected from the conference program: 


Higher morale and productivity on the part of all personnel, particu- 
larly in the management organization itself. 

Strengthening of management policies requiring clarification or 
revision. 


Training and experience in conference leadership for managerial 
employees. 


RELATIONSHIP BETWEEN THE TWO PHASES OF THE PLAN 


What the Management Development Plan must succeed in doing is 
modifying human behavior. In adults this is best accomplished when they 
themselves actually want to change. 

Before a conference program can hope to pay dividends on the job, the 
climate must be favorable for the application of new knowledge. If a super- 
visor for example, fears his superior will criticize him if he fails in the initial 
use of a new approach, he just won’t make the effort. Furthermore, if he 
is convinced he is already doing the best personnel administration job possible, 
he is going to look upon ideas gained from the conferences as applicable to 
the other fellow but not to him. 

The Periodic Review is a method which has been found effective both in 
removing unjustified complacency and in encouraging constructive experimen- 
tation in personnel administration. It can, however, perform only part of the 
total developmental job efficiently. While it can point up the need for -indi- 
vidual coaching along specialized lines, general training in personnel adminis- 
tration can be far more economically and effectively provided through the 
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Conference Program. And the interaction of ideas of the conferees, based on 
their practical experience, is usually a valuable addition to the material pre- 
sented by the conference leaders. Adults understandably balk at lectures and 
classroom atmosphere ; they both enjoy and benefit from a well-planned, skill- 
fully conducted conference. 

The two phases therefore supplement each other, and their coordination 


is assured through their operation by an Administrative Committee common 
to both. 


SUMMARY 


The Conference Program may be regarded as the primary means for 
supplying personnel administration knowledge, the Periodic Review as the 
primary means of supplying motivation to acquire and to apply that knowledge. 

The Conference Program is also designed to promote wider acquaintance- 
ship and mutual understanding throughout the entire management organiza- 
tion, the Periodic Review to build a better relationship between each member 
of management and his immediate supervisor. 

Another way in which the Periodic Review supplements the Conference 
Program is that it provides a periodic “score” by which the individual can 
gauge his progress in the application of his conference-acquired knowledge. 

Finally, the Periodic Review may be characterized as the individual phase 
of the Management Development Plan, and the Conference Program as the 
group phase. Both phases are needed as the winning combination in any 
plan of development in personnel administration p/us a considerable amount 
of good faith and cooperation from all participants in solving the problems 
which will arise from time to time in the operation of even the best plan. 


















A JOINT MANAGEMENT-LABOR MERIT 
RATING PROGRAM 


By NICHOLAS L. A. MARTUCCI* 


To be favorably received by labor and to achieve best results, says Mr. 
Martucci, an employee rating program should be the product of a joint 
management-labor committee. Careful planning and leadership are essen- 
tial to such a program, and supervisors must be adequately trained in 
procedures of rating and given proper guidance in reviewing ratings. Mr. 
Martucci describes here the various steps involved in a joint rating program, 
from the selection of the joint committee to the appeal procedure; and he 
points out the diverse problems and decisions which must be weighed, as 
well as the factors which can contribute to the downfall of rating plans. 


ANAGEMENT has long recognized the desirability of having employee 

representatives, organized and unorganized, participate jointly in the 
development and installation of a job evaluation program. When the pro- 
gram has been completed and differences reconciled regarding job descrip- 
tions, job measurement, job comparisons, and job pricing, a decision must 
be reached as to methods and procedures whereby employees may progress 
from the minimum to the maximum rates of assigned job classifications. 
Without firmly established guides to attain this end, supervisors cannot be 
expected to lend the assistance necessary for promoting a sound wage or 
salary administration program. 

Policies pertaining to progression within established rate ranges will 
of course be contingent upon past company practices, industry practices, 
and union demands within the area. It is not unusual to discover rigid 
union contract clauses stating that employees shall progress from the mini- 
mum to the maximum of the rate range within a given period of time. A 
more common agreement between management and labor is an understand- 
ing that employees will progress automatically from the minimum to the 
midpoint of the rate range in a stated period of time and progress from 
the midpoint to the maximum on the basis of individual merit. 

Is it necessary to have a formal merit rating program when administer- 
ing a job evaluation program? The answer to this perennial question is 
obviously “no.” Though a formal merit rating program is not absolutely 
essential, however, it is highly desirable in view of its importance to the 
over-all program of wage or salary administration. Merit rating measures 
the employees, whereas job evaluation measures the jobs. A soundly de- 
veloped and well-administered formal merit rating program provides a satis- 
factory solution to the problem of determining individual differences in job 
performances when a more objective means of measurement is lacking. 

Recognition of the need for a formal merit rating program must stem 
from the operating supervisors of an organization who are aware of the 
daily personnel problems confronting them, and realize that solutions to 
these problems are possible by means of employee measurement. Unionized 
companies are conscious of the fact that a sizable percentage of the 
grievances presented by stewards pertain to wage increases and promotions. 
Careless discharges made by supervisors have given rise to walkouts, 
wrangling with union officers and unnecessary appearances before National 
Labor Relations Board examiners and impartial arbitrators. Management, 


* Consultant in Management, Hillside, N. J. 
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therefore, should initiate the formal merit rating program by conferring 
with operating supervisors and company executives and having them recog- 
nize that problems do exist and how they can be solved with the aid of 
employee rating. In unionized companies it is well to call to the attention 
of grievance committee members how current misunderstandings can be 
reduced to a minimum through the use of a rating program. 

Whenever operating supervisors and union officers demonstrate dis- 
favor to the installation of a merit rating program, one can argue strongly 
that employees are constantly being rated for wage increases given at the 
discretion of management, recommendations to higher-paying jobs, action 
for dismissal or demotion, or for any other change in occupational status. 
In lieu of formal rating, however, recommended changes in individual 
employee status are based on personal preferences, snap judgments, and 
rule-of-thumb methods of measurement. In relatively small organizations, 
an informal rating program may prove successful. In larger organizations, 
however, it is more desirable to apply agreed-upon standards in the rating 
of employees. Individual differences among supervisors who normally 
conduct informal ratings must be controlled to avoid prejudice and dis- 
crimination. In view of present trends in labor-management relations, pro- 
motion and discharge of employees cannot be treated lightly. Too many 
supervisors are over-confident of their abilities to make decisions in selecting 
employees for promotion. The same is often true of their attitude toward 
discipline cases. Without a written record of employee performance, it 
is difficult to conceive how supervisors can determine whether an employee 
should be discharged or reprimanded. 

It has been the practice of personnel and industrial relations directors 
to promote the development and installation of a formal merit rating pro- 
gram immediately following the completion of a job evaluation program. 
This is considered an opportune time, inasmuch as operating supervisors, 
employees, and union officers have been conditioned to the necessity of job 
rating and its value to both management and labor. Throughout the installa- 
tion of a job evaluation program, it is considered inadvisable to discuss or 
attempt to promote employee rating. When adjustments are being made 
in wages or salaries after completion of a job evaluation program, the value 
of employee rating can be accentuated as a technique to aid supervisors in 
determining which employees are deserving of increases and to compare 
the merits of individual employees. 


SELECTING THE COMMITTEE 


When all interested parties recognize the presence of employee measur- 
ing problems, and there is general agreement that their solution is possible 
with the aid of merit rating, the stage can be set to initiate a program. 
The responsibility for planning the program and developing and managing 
the installation can well be assigned to the personnel director, if he is 
qualified. It is acknowledged that a formal merit rating program, like 
all management tools, must be started with the right foot forward. If it 
is to stimulate interest and receive a warm reception from labor, the program 
should be a product of a joint management-labor committee. If union 
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contracts make reference to merit rating as a basis for increases in wages 
or salaries, for promotion to higher job classifications, and for determining 
skills and abilities during layoffs, employees should be represented on the 
committee to assist with the program. Such a committee functions under 
the direction of a chairman in a manner similar to a job evaluation com- 
mittee. The chairmanship is usually assumed by the personnel director or 
other qualified management representative. Management and labor repre- 
sentatives are cautioned that a satisfactory rating program cannot be achieved 
casually. Frequently, rating plans are the products of novitial personnel- 
minded individuals. Merit rating, like job rating, affects the pay check of 
employees and, therefore, the utmost care must be exercised in developing 
a plan that will prove successful. 

The committee chairman should make inquiries among operating super- 
visors to determine their knowledge of the subject and their interest in an 
appointment to the committee. Two or three supervisors will suffice as 
management representatives. Selection of supervisors should be based on 
their familiarity and experience with everyday personnel problems, sincere 
desire to promote improved employee-employer relations, and willingness 
to devote the required time to complete a program. A similar approach 
is followed in the selection of labor representatives for the committee. A 
common procedure is to have union officers recommend the names of sev- 
eral employees with an understanding that the final selection will be made 
by the chairman. It is advantageous to have as many as two employee 
representatives for each management representative, exclusive of the chair- 
man. An arrangement of this kind has proved to have a wholesome 
psychological effect on union members and assures more frequent discussions 
with at least equal representation of both parties to the program. 


SOME GENERAL OBJECTIVES 


It is the responsibility of the chairman to outline desired objectives 
to be attained with merit rating, educate members of the committee, and 
handle the necessary technical details. Purposes to be served by merit 
rating will affect the ultimate scale to be developed and applied. If merit 
rating programs are designed primarily for measuring individual differences 
as a basis for wage or salary increases, the scale will have to be limited 
accordingly. Some general objectives are: 


1. Elimination of inequities in wages or salaries according to general progress of 
employees. 

Justification for dismissals or layoffs. 

Guidance to employees needing additional training; stimulation to self-improvement. 
Appraisal of newly-hired workers during trial periods of employment. 
Establishment of standards to insure consistency in comparisons of employee per- 
formance. 

Guidance to supervisors in making assignments to employees according to individual 
skills and abilities. 

Development of employee confidence in management. 


ND UF wp 


To this list can be added many other objectives which merit rating will 
help to attain. Companies installing merit rating for the first time would 
do well to limit the program to those objectives which will aid in the solution 
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of the more immediate personnel problems. As progress is made, the program 
can be altered to achieve other results. 

Leadership for the program, as in the case of job evaluation, must 
be provided by the chairman. He must be certain of the ground on which 
he treads in order to hold the confidence of committee members at all 
times. As the program progresses, every attempt should be made to insure 
understanding of the fundamentals of merit rating. Anyone having had 
the opportunity to give leadership to a job evaluation committee is cognizant 
of the barriers which are encountered by a joint management-labor com- 
mittee. Similar situations arise with a joint management-labor merit 
rating committee. Committee members are given reading assignments of 
materials which have been previously reviewed by the chairman. These 
assignments should be organized in such a manner that they are not burden- 
some, to encourage committee members to read and study. Reference to 
publications on the subject are of much value in that they permit com- 
mittee members to become well informed, be exposed to various viewpoints, 
and stimulate interest in the program. As in all well-run committees, 
opportunity should be given to members to express themselves, contribute 
ideas, and defend their suggestions. This educational approach will give 
impetus to the program as committee members increase their fund of 
knowledge. 


CHOICE OF RATING PLAN 

The committee decides what type of plan is most appropriate to the 
needs of the company. The chairman can advise and discuss the merits 
and shortcomings of each type of rating procedure, citing the experience 
of other companies. The simplest form of merit rating is the rank-order 
method whereby employees are measured on an over-all basis. This is 
similar to the ranking system of job evaluation. If the only objective of 
merit rating is to determine the relative degrees of efficiency, the simple 
ranking method of rating can be satisfactory. Under normal circumstances, 
over-all ranking has little to offer supervisors who are concerned with 
individual traits of employees. Other types of plans include checklists and 
a variety of scales. The chairman would do well to have available sample 
copies of several checklists and scale types used by other companies for 
review by committee members. Scale plans of merit rating predominate 
over other types. Included in rating scales are a series of defined traits, 
qualities, or characteristics by which employees are measured. 


SELECTING AND DEFINING TRAITS 

Assuming the committee has reached a decision to consider the scale 
type of merit rating plan, the chairman should make some suggestions about 
the traits to be included in the plan. Rating traits fall into two general 
classifications, namely, objective and subjective. Factors such as quantity 
of work, quality of work, attendance, and safety habits may be classified 
as being objective, whereas, adaptability, initiative, cooperation, attitude, 
personality, and ability to learn are subjective. Objective traits can readily 
be measured on the basis of available records of employee performance, 
while the measurement of subjective traits must be left to the judgment and 
observation of supervisors making ratings. 
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In selecting and defining traits, it is necessary to consider the job 
classifications for which employees are to be rated. Inclusion of a trait 
relating to ability to supervise will serve no purpose if the scale is to be 
used in measuring non-supervisory employees. Since the personal element 
cannot be eliminated entirely from formal merit rating, care must be exer- 
cised to define or set standards for each trait in a clear and concise manner. 
A mere listing of traits, with a linear or descriptive scale following each, 
is insufficient to guide the supervisor in hi$ ratings. Unless standards have 
been determined and agreed upon by the committee for each trait, super- 
visors using the scale can be expected to apply individual standards that 
are inconsistent and, as such, will not contribute to the attainment of 
objective number 5 listed above. 


STANDARDS 


Standards can be written in the form of questions or statements. 
Following are examples of standards for attitude taken from two scales 
currently used in companies for rating production employees: 

ATTITUDE 

TOWARD JOB: Is he interested? How does he accept supervision ? 

ATTITUDE: Consider amount of interest and enthusiasm shown in his work, 
willingness to work with others, and interest in company’s policies 
and objectives. 

Considerable study and committee discussions are necessary before satis- 
factory standards for each trait can be determined. Frequently, the com- 
mittee discovers that the standards of one trait may overlap with those of 
another, thus requiring revision in the number of traits originally selected. 
By the process of trial and error the committee eventually concludes its 
work on standards and progresses to the next stage in developing the scale. 


MEASURING TRAITS 


Traits appearing on the scale are divided into a series of degrees, 
ranging from low to high. There are many variations to indicate the degrees 
of traits; scales may use numerical grades, letter grades, descriptive terms, 
or descriptive phrases. When the degrees are not qualified beyond a num- 
ber, letter, or term, it is assumed that supervisors applying the scale can 
make punctilious judgments when rating. Because rating scales require 
the exercise of human judgment, exceptionally fine distinctions represented 
by grades are impractical. Further, the grading of traits in numerical 
order of 1, 2, 3, and 4, or alphabetical order of D, C, B, and A, or accord- 
ing to the terms, Poor, Fair, Good and Excellent, furnishes little guidance 
to supervisors and burdens them with the responsibility for determining 
the significance of each degree. Use of descriptive phrases to identify the 
degrees aids supervisors in making more reliable judgments. Note, for 
example, the following series of phrases for the rating’ of attitude: 


a. Shows disinterest and distaste for work situations. Usually disgruntled. Avoided 
by others. 

b. Reacts to changes with indifference. Tends to pass the buck. Causes occasional 
friction among others. 

c. Shows strong desire to make good. Contributes to morale of group. 

d. Actively promotes himself and job. Goes out of way to assist others. Recognized 
by others. 
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The phraseologies for each trait must be carefully planned by the committee 
chairman and reviewed by all members to insure against misunderstandings 
and overlappings when put to practical use. 

The committee may be of the opinion that all traits are not of equal 
value and may wish to consider weighting each in accordance with its im- 
portance. As in the case of job evaluation, there are many methods for 
weighting traits. However, there has been less objectivity in the approach } 
to the problem of systematically weighting rating scale traits than in the 
weighting of job evaluation factors. Lacking sufficient statistical evidence 
of the value of weights, companies installing merit rating for the first time 
will find it advantageous to postpone any weighting of traits until the plan 
has been applied and proved successful. Weighting of traits also tends to 
complicate the rating scale and creates suspicion and misunderstanding. 

Disagreement exists as to whether the rating report of employees should 
be expressed in quantitative terms which are rigidly interpreted, or left to 
qualitative judgment for substantiating recommended changes in occupa- 
tional status. Reference to the objectives of a merit rating program raises 
doubt as to the necessity of obtaining rigidly fixed indices of employee 
performances based on rating scales. 


cn = at me 


TRIAL RATINGS 


Having completed the construction of the scale, the committee should 
consider ways and means for making an experimental application. To a 
large degree, the success of the program will depend upon a well-planned 
introduction. In some respects, careful launching of the program is as 
important as the quality of the rating scale itself. The chairman of the 
committee should select one or two supervisory members who have a rela- 
tively small number of subordinates to rate and have them try the scale 
in their respective units. Having rated the employees, these supervisors 
should report their experiences to the committee, describing difficulties in 
applying the scale and suggesting necessary revisions. The revised scale 
is again tried, and this time an opportunity is given one or two labor members 
of the committee to participate in its application. The labor members are 
selected on the basis of their knowledge of the workers to be rated. The 
results of the ratings can then be analyzed for statistical reliability. If the 
correspondence between the ratings of the two raters for a given group of 
workers is sufficiently high, this is some assurance that the scale is ready 
for application by other supervisors. 








TRAINING THE RATERS 


Detailed instructions for the raters should be prepared by the com- 
mittee chairman or other member of the personnel department so that the 
rating scale will be properly and uniformly applied. The instructions should 
include a statement of the purpose of the scale and the procedures for rating. 
Before any formal program of employee rating is initiated, supervisory con- 
ferences should be conducted in order to explain the development of the 
scale and discuss plans for its administration. Similar meetings should be 
conducted with union officers and shop stewards. 
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Supervisors who are unable to comprehend methods and procedures of 
rating may be given individual instruction, even though this appears to be 
time-consuming. Written instructions in the form of a manual can comple- 
ment any type of training program that may be established. Follow-up with 
subsequent conferences is a must if the program is to be successful. 


REVIEWS AND APPEALS 


A majority of the programs require, as a control, a reviewing procedure 
whereby the next higher supervisor checks the final rating. Unless the 
reviewing rater has some knowledge of the employees who have been rated, 
little value will be derived from such reviews. If there is any disagree- 
ment between the two raters, they should arrange to discuss their differences 
and reconcile them. The administrator of the program should avoid giving 
a reviewing rater any opportunity to undermine the authority of the first- 
line supervisor. 

A very few companies consider it advisable to have union stewards 
participate in the review of ratings. This procedure is not recommended, 
for it can serve as a detriment to the entire program. Union participation 
in rating or review of ratings may drive a wedge between a supervisor and 
shop steward whose past relations have not been too cordial. 

When take-home pay, layoff, discharge, promotion, or demotion is 
affected in any way whatsoever by merit rating, an appeal on the part of 
the employee is justified. When a plan has been accepted by both manage- 
ment and labor, there should be no appeal on the plan itself. The appeals 
should be limited to individual employee ratings. Joint management-labor 
appeal committees have been tried with some degree of success. Such a 
committee reviews cases which cannot be reconciled between the employees 
and the supervisors. In the event employees making the appeal are dis- 
satisfied with the decisions of the committee, the cases are treated as 
grievances and are handled in the same manner as any other grievance. 


CONCLUSION 


Why do merit rating programs break down? Failures can be traced 
to many sources. Frequently, programs are not well planned to ensure the 
cooperation of both supervisory and employee groups. Since these two 
groups are in the “firing line” of the program, they should be made part of 
it from its inception. Inadequate training of supervisors in procedures of 
rating, and improper guidance to supervisors in methods of interviewing 
employees to review ratings, contribute to the downfall of programs. 

In view of the need for formal merit rating programs in present-day 
labor relations, management must recognize the desirability of having 
employees participate in the development of a program which ultimately 
affects their security. No stone can be left unturned which will help bring 
management and labor closer. A joint management-labor merit rating 
program is one such aid to better understanding of human relations 
problems. 











SCIENTIFIC SELECTION OF SALES ENGINEERS 


By JAMES ONARHEIM 
Manager, Employment Department 
Allis-Chalmers Manufacturing Company 


Considering the fact that scientific selection for simple sales jobs is still in 
the exploratory stage, the problem of predicting success in specialized sales 
work—such as that of the sales engineer—is indeed a difficult one. Engineer- 
ing sales positions not only require a high degree of sales ability but 
demand, among other things, technical knowledge that can be drawn on in 
solving customers’ equipment problems. In the following article Mr. 
Onarheim describes a broad-scale testing program designed to forecast 
success in these positions, and offers some specific illustrations of test 
results. Through psychological testing Allis-Chalmers hopes to improve 
selection and placement by 10 to 20 per cent. 


N selecting and training engineering graduates from more than 100 leading 

American universities, Allis-Chalmers Manufacturing Company has sought 
to put job placement on a scientific basis. For more than 40 years, placement 
was determined by the openings that developed in the departments and by the 
performance of individuals while in training in these departments. The system 
worked adequately, but it is hoped that the training department may be able 
to counsel the graduate engineers and thus assist them into the proper training 
locations by means of psychological tests administered to them the day they 
start the plant’s Graduate Training Course. Each man has a choice of a 
program built on a selection of several out of 100 training locations. He stays 
in each training location from two to four months, which means that he prob- 
ably will have some training in eight or 10 departments of the engineering and 
manufacturing organization. 

What are the essential qualities of a sales engineer? First, he must have 
engineering training because he will be selling heavy industrial machinery to 
customers’ engineers. Second, he must possess certain persoriality traits, for 
his first job will be to sell himself to customers’ organizations. Among other 
things, he must be courteous, diplomatic, ambitious, trustworthy, attentive, 
above average in mental alertness, and he must have good taste in the selection 
of his attire, pleasing facial expressions, and poise. The above traits have 
been found predominant in successful sales engineers. 

Six men out of 40 who have been tested were not successful, and they 
lacked some or all of the above characteristics. There is only one quick 
method of selecting the proper tests for any given job, and that is to test 
people who are successful and people who are not successful in that line of 
work. If there is a wide difference in the test results of the successful versus 
the unsuccessful men, the particular test may be used to predict the success 
of others entering that field of work. 

Allis-Chalmers’ work with tests in the past two years has reaffirmed the 
fact that individual differences appear even in engineers who have been exposed 
to the same education. This fact has been well established for many years 
by the earliest mathematical studies in psychology. The differences in per- 
sonality, interests, and abilities between two engineers who are identical twins 
would make a story in itself. It has been found, for instance, that two 
mechanical engineers from the same university may have a wide spread in 
their actual ability in mathematics, reasoning ability, and verbal compre- 
hension. This difference in ability on time tests may vary in the ratio of two 
to one—that is, one man may solve 14 out of 15 mathematics problems, 
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whereas the other man may solve only seven of these same problems in the 
same time. 

In view of such differences, it was considered worth while to determine 
the abilities of the men, and then to counsel them as to the type of work for 
which they have the greatest potentialities. There are five major engineering 
fields open to these graduate engineers, viz., design, sales, research, manufac- 
turing, and erection on a variety of industrial, electrical, and mining machines. 


VOCATIONAL INTEREST 

Several vocational interest tests have been tried, and the Kuder Prefer- 
ence Record has been selected for this work because it measures interests in 
nine major areas that cover most of the vocations. It is quickly scored and easy 
to administer and interpret. It does not measure interest for different voca- 
tions, but, rather, for areas of vocations. 

This test does not indicate that a person would be successful or unsuc- 
cessful in a given field of work. It does indicate, however, that he will be 
more successful if he is utilized in the field of work in which he has the 
greatest interest, if that interest is backed up by ability, as indicated by the 
results of other tests. 

The first interest measured on the Kuder Preference Record is mechanical. 
This indicates an interest in working with one’s hands on mechanical devices. 
It is usually found that design and manufacturing engineers have a very high 
interest in the mechanical field. 

The second vocational field is in computational work. Usually design 
and research engineers have much greater interest in mathematical formulas, 
for in this field they can utilize the training they received in school in integral 
and differential calculus, and calculations utilizing a slide rule. 

In the scientific field, again the design and research man scores higher 
than the sales or manufacturing engineer. A research or design man can 
utilize the knowledge he acquired at school in the sciences. He is usually 
interested in improving the design features of the equipment with which he 
works. He may have imagination, and may be continually thinking of ways 
of improving the special features of products with which he is working. 

Sales engineers rate very high in the persuasive field. The Kuder test 
does not have questions involving engineering sales work, but we have found 
that our successful sales engineers rated very high in this vocational field. 

While there is little opportunity in the engineering field to utilize high 
artistic interest as measured by the Kuder test, some of this is involved in 
product design, and a design engineer usually rates higher in this interest 
than other engineers. 

In the literary field, a rather high score for the younger engineer is 
preferred. He must study continually if he is to keep pace with modern 
engineering progress. He should be well read in non-engineering subjects, 
especially if he is interested in sales work. There is a rather close correlation 
between lack of drive and a low score in the literary field. A man who is 
perfectly content with his present status is not apt to read the literature that 
is available on the various engineering subjects. 

While Allis-Chalmers has no opportunity of utilizing a high interest in 
the musical field, the company does not want a man for sales work who has 


26 PERSONNEL 


too narrow an interest. He will come in contact with all types of customers’ 
engineers, some of whom will enjoy good music. Therefore, he will be more 
successful if he is able to discuss music with those who are interested in it. 

In the social service field, the score for successful sales engineers is above 
average. Some people like to regard interest in the social service field as 
interest in human relations or in the well-being of other people. There is a 
high correlation between social service interests and sociability as measured 
by several of the personality inventories, and also between social service 
interest and success in sales engineering. 

Clerical work is the last field of interest measured on the Kuder Preference 
Record. The successful design and research engineer must keep detailed 
accounts of performance characteristics of the machines he has designed as 
revealed by shop performance tests. This will help him in the design of other 


machines. Higher than average scores in the clerical field are preferred for 
design work. 


MENTAL MATURITY 


Four tests of mental alertness have been tried, and the California Test 
of Mental Maturity, Short-Form, is preferred. This is a six-phase test con- 
sisting of three non-verbal and three verbal sections. The non-verbal sections 
consist of distinguishing right hand from left hand, a spatial relations test, 
and a similarities test. 

A high score for the design engineers on the spatial relations test indi- 
cates additional ability. 

On the verbal part of the test, there are 15 problems in mathematics. 
The design and research engineer will usually have a higher score than the 
sales or manufacturing department engineer. By testing two groups of sales 
engineers (one successful in the field, the other unsuccessful), a definite 
difference is shown. The average score of the unsuccessful engineers was 
10 problems right, while the successful engineers average 13 problems right— 
a spread of about 30 per cent. 

On the next part of the test, which consists of 15 questions in logic or 
reasoning ability, the spread is very small. The unsuccessful engineers had a 
score of 12, and the successful engineers had a score of 13 right out of 15. 

The last part of the test is on vocabulary and is most important for sales 
engineers. This portion of the test consists of 50 words, some of which are 
very uncommon. The Allis-Chalmers employment department has never had 
a perfect score in this test, even in work with lawyers and journalism graduates. 
A spread of 50 per cent on the verbal part of this test between the unsuccessful 
and the successful sales engineers was found, however. The higher score of 
the successful sales engineer indicates that he can quickly comprehend material 
which he reads. He also can rapidly understand statements of customers’ 
engineers, and he can write comprehensive letters to the production depart- 
ments and to the customers’ engineers. The successful sales engineer scored 
an average of 38 words correctly, whereas the unsuccessful engineer only 
scored an average of 28 words correctly. 


MECHANICAL COMPREHENSION 


The company has experimented with several types of tests measuring 
mechanical comprehension, and has decided to use the Bennett AA for shop 
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apprentices, and BB in the placement of graduate engineers. The manufac- 
turer of heavy industrial machinery must have engineers with better than 
average ability who can understand mechanical problems. 

This is important for the design and research engineer, because he must 
know what can and cannot be done in the design of equipment. It is important 
jor the sales engineer, for he can serve his customers better if he is able to 
help them with their engineering problems. 

Only an 11 per cent spread was found between the unsuccessful and 
successful sales engineers, but it will be pointed out later that a low score 
in mechanical comprehension usually denotes the lack of ability to understand 
mechanical devices. This usually means mediocre ability in sales engineering. 
It has been found that mechanical engineers receive higher scores than the 
electrical, mining, or metallurgical engineers. This is natural, for the mechani- 
cal engineer has dealt more with mechanical problems. 

This does not mean, however, that mechanical engineers will be more 
successful in the sales or production departments, for there are some very 
successful sales engineers who have majored in electrical, mining, or metal- 
lurgical engineering while in college. They have received training while on 
the Graduate Training Course to supplement the knowledge they acquired 
at school, thus helping them in their sales work with the customers’ engineers. 


PERSONALITY TESTS 


The Bernreuter Personality Inventory is used for all engineers. The 
company has had some experience with other tests, but, to date, the Bernreuter 
has proved more satisfactory than any other. When an unsatisfactory score 
is found on the Bernreuter test, especially when the score is high in neurotic 
tendencies or lack of adjustment, the Minnesota Multiphasic Personality Inven- 
tory is used to determine the exact reason for the neurotic tendencies. This 
is done to facilitate counseling of the individual to help him adjust to his job. 

The first scale on the Bernreuter Personality Inventory is lack of adjust- 
ment or neurotic tendencies. One of the unsuccessful sales engineers was so 
neurotic that it brought the average score higher for the unsuccessful sales 
engineers. The average successful sales engineer had a score in the ninth 
percentile, which indicates that 91 per cent of individuals are more neurotic 
than the average successful sales engineer. 

Too low a score on this scale is not desired, as it is often found that a 
zero score indicates a person who is so well satisfied with his present status 
that he will not attempt to improve it. He may lack drive. An extremely 
low score denotes an easily satisfied, shallow, superficial individual and, of 
course, such people are not well liked by their associates or customers. A 
medium low score indicates the friendly, sociable, cheerful, emotionally steady 
individual who can stand severe strain without being upset. 

The highly neurotic individual is the lonely, unhappy, restless type of 
person. Extremely high scores are obtained from erratic, unstable, suspicious 
individuals. These people are difficult to place on any type of engineering 
work, but, when the real reason for their high scores is found, it is possible 
to counsel them to help them make satisfactory adjustment to their work. 

Self-sufficiency is the second personality trait measured by the test. 
People with low scores consistently seek advice and encouragement from their 











28 PERSONNEL 


supervisors and fellow workers. Medium high scores indicate people who 
rarely seek advice or encouragement. They can stand by their convictions. 
It is sometimes found that the design or research engineer has a rather high 
score and likes to work alone. Extremely high scores indicate unsociable, 
indifferent individuals who are usually egotistical and are not well liked by 
their associates. It is interesting to note that there is a 20-point spread between 
the successful sales engineer and the unsuccessful, although there is a 32-point 
spread on the mental maturity test. The unsuccessful engineers had a score 
of 20 points higher than the successful engineers on self-sufficiency. 

Extroversion-introversion is the third phase of the test. It has been 
found that the successful sales engineer is more extroverted than the average 
person, which means he has a low score on the introversion part of the test. 

A very low introversion score indicates the extreme extrovert who is 
usually an egotist. The successful engineer usually is diplomatic and con- 
siderate of the feelings of other people. He is also ambitious. A medium high 
score in the introversion test indicates the modest type of individual. Extremely 
high scores indicate the day-dreamer who is sometimes impulsive and 
impractical. 

Submissiveness-dominance is the fourth part of the test. An extremely 
low score indicates a weak personality—a person who is unable to face any 
issue. Medium scores indicate cooperative individuals. High scores indicate 
the enthusiastic, supervisory type of individual. Extremely high scores are 
not desirable, for they usually indicate the determined, authoritative, persistent 
individual who sometimes appears to be obstinate in his contacts with other 
people. A combination of self-sufficiency and dominance usually indicates 
stubbornness. 

The fifth phase of this test is the lack of confidence scale. Extremely 
low scores indicate the bold, courageous, positive type of individual, whereas 
medium low scores indicate people who have poise, a good sense of order, and 
correct manner of speech. Extremely high scores indicate the immature 
person who is constantly seeking sympathy and encouragement from co- 
workers. 

The final test is to measure lack of sociability. A low score indicates the 
sociable individual who is courteous, cheerful, and dependable. Such a person 
can usually integrate his efforts with a group of other engineers so that the 
group works as a team. A medium high score indicates the sober type of 
individual who rarely smiles and appears to be rather aloof. Such a person 
is sometimes tactless in face-to-face situations. 


SOME SPECIFIC ILLUSTRATIONS 


The plates which follow have been prepared to illustrate and explain the 
foregoing material. In rating each engineer, percentile scores are used which 
indicate the percentage of the control group that made lower scores than the 
person tested. In all the tests, the percentile rating of the individual is in a 
group of average adult men from all walks of life, except in the fourth section 
of the California Test of Mental Maturity, where the comparison is made with 
college graduates. The medians, indicated by the asterisks in each column, 
show the average scores of a group of young engineers. 
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Plate No. 1 indicates the average scores of five unsuccessful sales engineers 
who have been in the sales field for from three to five years. While they 
were able to obtain business during the war, they are unable, now that the 
war is over, to capitalize on friendships they should have made with customers’ 
organizations. They have not been able to help customers’ engineers with 
their problems. These men are now being reassigned to jobs wherein we can 
utilize their interests, abilities, and personalities to better advantage. 

Plate No. 2 is a profile of a very competent engineer who has been out of 
school for about six years. A study of this profile indicates that his scientific 
interest is too low. His sales interest is considerably lower than that of the 
successful sales engineers, and his artistic interest is considerably higher than 
that of the average engineer. Though he is a young engineer, his literary 
interest is in the 20th percentile. His score in the 79th percentile in the 
musical field is too high. The score in the 85th percentile in social service or 
human relations is again too high. This man has ability, but he is scattering 
his energies with the result that he cannot get down to serious work on sales 
engineering. 

His score in the 90th percentile on mental maturity is very good when 
compared with other graduate engineers. This indicates that he has ability, 
but it is not being utilized to best advantage to himself and to the company 
in sales work. He scored in the 97th percentile on mechanical comprehension. 
He has unusually good comprehension of mechanical devices. 
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Plate 2 


He scored in the zero percentile on lack of adjustment, which indicates 
lack of drive. He is too well satisfied with his present status. This man is 
married and has a child so he should have the proper motivation, but, never- 
theless, as a result of scattering his energies, he is not a producer in sales work. 
He is more extroverted than 98 per cent of the individuals tested—to a point 
where he may be considered an egotist. He is more sociable than 99 per cent 
are, but this indicates, in his case, a superficial, ingratiating type of personality 
which does not wear well, especially in sales engineering work. He is what 
might be called a social butterfly. 

Plate No. 3 describes another young sales engineer who was not suc- 
cessful after about four years’ experience in sales work. The scores indicate 
a real interest in sales and engineering work, and the score in the literary 
field is extremely satisfactory. 

A study of the mental maturity test results indicates that he, too, has 
all the ability needed for sales engineering. Thus the reason for his lack of 
success must be found elsewhere. 

His score in mechanical comprehension was in the 44th percentile, indi- 
cating that he would have difficulty in visualizing the solution to mechanical 
problems. 

On the Personality Inventory, he scored in the 45th percentile on lack 
of adjustment. Since this is an extremely high score, the Minnesota Multi- 
phasic Personality Inventory was also administered. The score on introversion 
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was not low enough to indicate a true extrovert, but rather an ambivert. The 
dominance score is satisfactory. In lack of confidence, he scored in the 44th 
percentile, indicating an indecisive individual. 

The real reason for his failure is indicated in the scores on the Minnesota 
Personality test. On the psychopathic deviation scale, a score in the 98th 
percentile is found. This high score indicates a person who lacks deep 
emotional responses. Such a person rarely profits from past experience, and 
he disregards social mores. 

He scored in the 96th percentile on the paranoia scale. Herein lies the 
key to this man’s failure to sell himself in the department where he has worked. 
He is a suspicious individual and oversensitive to constructive criticism. He 
behaves in a vengeful manner, with the result that he is thoroughly disliked 
by those with whom he works. He actually has delusions of persecution. In 
his work in six or eight departments, he has always found some person within 
the group who is “against” him. By careful work with this man, it may be 
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possible to correct, to some extent, his present condition. and to improve his 
temperament, since the real reason for his failure is known. 

Plate No. 4 is a profile of a man who has been successful in design and 
sales engineering. In his sales work, he uses his engineering knowledge to 
good advantage. His highest score is in the persuasive or sales field, where 
- he rates in the 95th percentile. The second highest score in the 75th percentile 
in scientific interest indicates that he uses his scientific knowledge to help 
him in sales work. He rated in the 59th percentile on social service or human 
relations. He has a keen interest in the well-being of other people, with the 
result that he is well liked by others. His literary interest in the 22nd per- 
centile is somewhat low, but it must be remembered that this man has been 
with the company for a period of 18 years, and in that time he has done con- 
siderable reading so that he could handle the sale of any type of equipment 
the company manufactures. 

On mental maturity, he rates in the 94th percentile when compared with 
other college graduates. He has a keen mind. In spite of rather low interest 
in mathematics, he scored 11 of the 15 mathematics problems correctly. In 
logic or reasoning ability, he scored 12 out of 15 problems correctly. On 
verbal comprehension, his score of 41 out of 50 words indicates superior 
ability, which has aided him tremendously in making progress with our com- 
pany. He now has a position of responsibility and supervises several hundred 
people. 
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Plate 5 


On mechanical comprehension, he scored in the 98th percentile. This 
ability, too, has helped him in his sales work. 

On the Personality Inventory, it is indicated that he is well adjusted, for 
he has a score in the 13th percentile on lack of adjustment. He is a sociable 
individual and is emotionally steady. He can withstand severe strain, with 
the result that he is capable of persistent work. On self-sufficiency, he has a 
score in the 29th percentile, which is not quite true to actual character. This 
man can and does work without constant supervision and without constant 
consultation with his superior. His score is low probably because he is 
extremely sociable. He is more extroverted than 89 per cent of the general 
population, and this usually indicates a diplomatic, practical, ambitious indi- 
vidual. He is more dominant than 73 per cent of the people, and this score 
usually indicates a person who can work with enthusiasm and determination. 
On lack of confidence, he rates in the 29th percentile, indicating he has con- 
fidence but not in the extreme, where it is considered boldness or positiveness. 
On lack of sociability, he rates in the 2nd percentile. In this case, it indicates 
a cheerful, affable individual who is well liked by others and can quickly work 
in a cooperative manner with a group. 

Plate No. 5 is the profile of a man who has worked for years in engi- 
neering and, more recently, in engineering sales. The literary interest is in 
the 83rd percentile, which indicates an individual who likes to read, especially 
on subjects that have a bearing on his work. In persuasive interest, he rates 
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in the 82nd percentile, which indicates a real interest in sales work. The third 
highest interest is in the scientific field, and the fourth highest is mechanical. 
There is very little difference in the scores on mechanical, computational, and 
scientific, and this is accounted for by the fact that he has spent more than 
12 years in engineering work. The social service score in the 52nd percentile 
indicates that he has a real interest in the well-being of other people. 

A score of 7 out of 15 mathematics problems is an unusually low score 
for a man who has spent years in engineering calculations. This low score 
is accounted for by the fact that in design work engineers use a slide rule on 
their calculations instead of working longhand as is the case with the test itself. 
A score of 15 out of 15 in logic is perfect. This indicates a person who has 
the ability to reason things out in a thorough manner. On verbal compre- 
hension, he has 31 out of 50 words right. This is rather low, though it is 
higher than the average college graduate. This score might be accounted for, 
too, by the fact that his work has dealt mainly with engineering subjects, 
rather than with words. The over-all score in the 90th percentile is in line 
with the scores of other college graduates. 

A score in the 89th percentile on mechanical comprehension is very satis- 
factory, especially for an electrical engineer. 

On the personality inventory, a score in the 8th percentile on lack of 
adjustment is satisfactory. A. self-sufficiency score in the 58th percentile 
indicates a person who is not entirely dependent on his own opinions, but 
will seek the advice and encouragement of those for whom he works. He 
has more confidence than 71 per cent of the general population, and is more 
sociable than 75 per cent. 


CONCLUSION 


More stress is placed on a man’s performance while on the Graduate 
Training Course in the various departments, than on the results of the tests. 
To date, however, the tests and performance records have been very similar. 

The findings described in the foregoing paragraphs do not indicate that 
tests are the total answer. A man’s background at home and while in schoo! 
has a tremendous bearing on his performance. It is best to try to determine 
more about this background by the use of a Standardized Interview Form. 
It is sincerely believed that selection and placement methods are improved by 
from 10 to 20 per cent by the use of a standardized interview. It is hoped 
that selection and placement may be improved by another 10 to 20 per cent 
by the use of psychological tests. Correlation studies have been made in vari- 
ous groups within the company, where merit ratings have been established, 
which help to determine which tests to use for various types of jobs. 

Further study of the tests will help in predicting the success of engineers 
in the various types of jobs available to them, and will assist department heads 
to counsel these men so that they will get into the right field of work. 

The correlation between the merit ratings on known employees and the 
test results has been very high. These same merit ratings indicate that some 
tests are worthless for some kinds of work because there is no correlation 
between performance and the test. In cases of this kind, the tests, of course, 
are not used. An endeavor is made instead to find tests that will measure the 
interests, abilities, and personalities required for the various engineering jobs. 
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ARBITRATION: BARGAINING FOR YOUR CLAUSE 


By JULES J. JUSTIN 
Partner 
Kaiser, Holzman & Justin 
New York, N. Y. 


To safeguard the long-term success of collective bargaining, declares Mr. 
Justin, there is no better means than a contract clause making voluntary 
arbitration the final step in the grievance machinery. Instead of limiting 
management's rights, carefully formulated arbitration provisions—defining 
the scope of arbitration and the authority of the arbitrator—prevent either 
party from violating or arbitrarily interpreting the agreement. Mr. Justin 
discusses the factors that must be taken into account in negotiating an arbi- 
tration clause, citing illustrative clauses at each point. He also takes up 
such problems as whether a single arbitrator or a board is preferable, and 
whether permanent or “ad hoc” arbitrators should be chosen. 


N discussing the questions raised and problems encountered by manage- 

ment in bargaining for a suitable arbitration provision, one principal fact 
must be kept in mind: the profound impact an enforceable arbitration clause 
has upon all the other provisions in the contract. 


CLEARLY STATE YOUR INTENTIONS 


Far more care must be exercised in agreeing to the substance of each 
contract provision, and to the written words used to express the parties’ 
intention, when its interpretation and application are subject to review by a 
third party—an arbitrator—than when no such power or authority is so 
delegated. Since management generally gives the first interpretation or 
application of a contract provision, and the dispute normally arises by the 
union’s questioning the propriety of such action, management’s negotiator 
has a serious responsibility in drafting the agreement. Each written provi- 
sion finally agreed upon must clearly and unequivocally set forth manage- 
ment’s understanding and intention. At every step in the negotiations and 
writing of the contract, management’s negotiator must ask himself not only 
“What will this provision, written as it is, mean to an arbitrator?” and “Is 
there any equivocation or obscurity present?” but also “Is it so clear that 
even the least experienced arbitrator will understand the agreed upon 
intention ?” 


TYPES OF PROVISIONS 


There are three ways in which an arbitration clause is negotiated into a 
contract : 


1. As the terminal point in the grievance procedure. 
2. A blanket arbitration provision, without preceding grievance ma- 
chinery steps. 


3. By reference or inclusion in other substantive contract provisions 
(which is not at all uncommon). 


Voluntary arbitration produces the most satisfactory results when it is 
negotiated as the terminal step in the grievance procedure, rather than else- 
where in the contract (except by reference back to the grievance machinery). 

Negotiating an arbitration clause without formal preceding grievance 
steps, simple though they may be, has serious disadvantages. The manage- 
ment’s and union’s hierarchy are prone to be by-passed. The foreman, the 
employee, and the shop steward are left on their own to handle each problem 
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as best they can, often haphazardly. Their position is insecure. They feel 
their participation is merely exploratory, their judgment without force or 
effect, and their authority without sanction. Thus the process of collective 
bargaining, which continues daily after the contract is negotiated, is weakened. 
Settlement of grievances not involving broad questions of policy or major 
contract interpretations is discouraged. The benefits of formal discussions 
at the lower levels and the mutual trust and confidence thereby engendered 


are lost. Too easy use of arbitration to dispose of simple problems is 
encouraged. 


A SOUND METHOD 


Arbitration as the terminal step in the grievance machinery not only 
eliminates such disadvantages but serves to enhance the prestige, place, and 
function of lower management levels in coping with the daily problems that 
arise, in the small as well as the large plant. In establishing formal grievance 
machinery, management’s negotiator can freely agree that any dispute or 
difference between the parties, whether or not covered by the provisions of 
the contract, may be raised and negotiated upon in the preceding grievance 
steps. He can, at the same time, bargain for a limited arbitration clause as 
the terminal step. When the scope of the arbitration provision—concerning 
the grievances or disputes which may be submitted to arbitration or the 
authority of the arbitrator—is expressly stated, there is no reasonable objec- 
tion to a grievance, not covered by the arbitration provision, being raised and 
handled through the grievance steps up to the arbitration clause—the process 
of negotiation or mediation being used to resolve it. Even unwarranted 
claims can be aired and discussed in an orderly way rather than allowed to 
fester and adversely affect the wholesome relationship of the parties. An 
arbitration clause limited in scope, without preceding grievance steps, often 
impedes the mutual resolution of differences. 


PROVISIONS MUST NOT CONFLICT 


References to arbitration in other substantive contract clauses, covering 
entirely unrelated subject matters, frequently affect the provisions of the 
formal arbitration clause. Discipline and discharge clauses, termination or 
contract reopening clauses, clauses setting forth methods of rate adjust- 
ments, establishment of new piece rates or rates for new jobs, clauses govern- 
ing such matters as downgrading and promotions, leaves of absence, and 
seniority preferences often make provision, expressed or implied, for “going 
to arbitration” if the parties are unable to resolve their differences arising 
thereunder. The negotiator must take care that what is said and written 
in such provisions clearly expresses his intention, and that limitations of 
time, conditions precedent, and the arbitrator’s authority set forth in other 
provisions, do not alter, unwittingly or unintentionally, other conditions in 
the formal arbitration clause in the grievance procedure. It cannot be repeated 
too often or too forcibly that management must, in negotiating the arbitration 
provision, as in negotiating all other provisions of the contract, be constantly 
aware of the interdependence of each provision and of all the provisions 
making one whole, unified, and interrelated contract. 
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WHAT MANAGEMENT MUST CONSIDER 


There are six main points for management to consider in negotiating 
the arbitration clause: 
Its scope and coverage. 
The nature and method of appointment of the arbitration tribunal. 
Time limits and conditions precedent for its application. 
Status of the parties pending final determination of the dispute. 
The effect of the award. 
Sharing of costs. 


AVP ON 


1. Scope and Coverage of the Arbitration Provision. 


Arbitration provisions are of two types: (a) the all-inclusive, which 
unions generally favor; and (b) the limited type, limited either as to the 
subject matter or kind of disputes arbitrable, or limited as to the authority 
of the arbitrator. 


ALL-INCLUSIVE PROVISIONS 


A typical all-inclusive clause is: 


Any dispute, grievance or difference arising between the parties during the term of 

this agreement, if not resolved by them, shall be submitted to final and binding 

arbjtration. 

Sometimes this inclusive type appears, unwittingly, as the terminal point 
in the grievance procedure, as: 


If the dispute or grievance is not resolved by the parties through the foregoing 

grievance steps, it shall be submitted to arbitration. 

Thus, any dispute which can be raised under the grievance steps must, 
if not resolved, be submitted to arbitration. In addition, such clauses allow 
any difference which may arise between the parties during the term of the 
contract, whether or not covered by the substantive contract provisions, to 
be submitted to arbitration. There are occasions when an unlimited clause 
may be desirable, but it must be recognized by management that such a clause 
gives power to a third party—the arbitrator—to hear and determine any kind 
of dispute, whether or not substantive contract provision covers its subject 
matter. The foregoing types of clauses limit neither the subject matter nor 
the authority of the arbitrator in hearing and deciding any dispute. 


LIMITED PROVISIONS 


The type of clause generally favored by management today limits both the 
scope of arbitration and the authority of the arbitrator: 


Grievances or disputes involving the interpretation or application of the provisions 
of this agreement shall be submitted to arbitration for final and binding determination. 
The arbitrator shall have no authority to add to, subtract from, change, or modify 
any provision of this agreement, but shall only interpret the existing provisions of 
this agreement and apply them to the specific facts of the grievance or dispute. 


Other types limiting the scope are: 


Only disputes or grievances concerning the meaning and application of the specific 
provisions of this agreement, and excluding any matters relating to wages, hours, and 
working conditions not specifically covered by this agreement, if not resolved by the 
parties, shall be submitted to arbitration. 
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The day rates, base rates, and piecework rates (and other matters as may be herein 

set forth) as specifically agreed upon in this agreement, the management of the plant, 

the products, methods and schedules of production, and other customary functions 

of management shall not be deemed a dispute or grievance subject to arbitration 
. under this agreement. 


Other types limiting the authority of the arbitrator are: 


The arbitrator shall have jurisdiction and authority only to interpret and apply the 
provisions of this agreement insofar as shall be necessary to the determination of a 
grievance or dispute arising thereunder. The arbitrator shall not have jurisdiction 
or authority to alter or change in any way the provisions of this agreement. 


The arbitrator shall have no power to add to, subtract from, change or modify in 
anywise any of the provisions of this agreement or any agreement made supple- 
mentary hereto, but his authority and power shall be limited solely to the interpre- 
tation and application of the provisions of this agreement. 

In the demands of the United States Steel Corporation, made on behalf 
of itself and its subsidiaries to the United Steel Workers’ Union in negotiat- 
ing for a new agreement, the company proposed that the arbitration provision 
be confined “to matters involving the interpretation, application of or com- 
pliance with the provisions of the agreement.” 

While it may be argued that the phrase “or compliance with the provi- 
sions of the agreement” does not enlarge the substantive scope of the arbitra- 
tion provision, its inclusion may well change the function and be construed 
to broaden the authority and power of the arbitrator. Apparently, the addi- 
tional phrase is referrable to the company’s proposals dealing with union and 
employee responsibilities and the proscription of work stoppages. However, 
it may be deemed to affect disputes under other provisions of the contract so 
as to give the arbitrator broad equity power to command or restrain acts and 
conduct of either party, and even “to make such disposition of the matter as to 
him seems just.” This is an apt illustration of the care and scrutiny re- 
quired to be exercised by the negotiator in fully understanding the implica- 
tions and possible refined shadings of words used in the arbitration provi- 
sion so that the real intentions of the parties will be expressed without 
ambiguity and without opening the door for enlargement by way of interpre- 
tation. 

In negotiating this part of the arbitration provision—its scope—attention 
must be paid to limitations that may be imposed by other provisions of the 
contract. Thus, the authority of the arbitrator under the disciplinary and 
discharge clauses may be limited in determining the penalty to be imposed, or 
in awarding upon such matters as seniority status and back pay upon rein- 
statement. Under clauses calling for review or changes in piece rates, 
reclassifications, elimination of inequities, or under reopening clauses dealing 
with specific subjects, the arbitrator’s authority may be limited in respect to 
the retroactive or effective date of his decision. Here again, the interrelation 
and interdependence of provisions must be kept in mind, so that one does not 
conflict with another in meaning or intention. 


2. Nature and Appointment of the Arbitration Tribunal. 


The questions posed under this subject are as follows: 


a. Shall the arbitration tribunal consist of a single arbitrator or shall it be 
a tripartite board? 
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b. Shall it be a permanent body for the term of the contract or be ap- 


pointed only when need arises (the latter is sometimes referred to as 
“ad hoc” arbitration) ? 


c. By whom and how shall the arbitrator or board of arbitration be 
appointed ? 


The degree of satisfactory relations between the parties, their past 
experience with the use of arbitration, and the nature of the dispute, are 
the principal factors which will determine management’s preference in answer- 
ing these questions. For the purposes of this discussion, the term arbitrator 
is used synonymously with impartial chairman or umpire. Generally speak- 
ing, an impartial chairman or umpire is associated with a permanent arbi- 
tration tribunal established by the contract, serving for all disputes arising 
during the term of the contract. The function, authority, and power of a 
permanent impartial chairman or umpire are usually broader and more in- 


clusive than those of an “ad hoc” arbitrator, chosen for a particular dispute 
when it arises. 


ARBITRATOR VS. TRIPARTITE BOARD 


A single arbitrator offers certain advantages over a board of arbitrators. 
The latter tribunal usually consists of three members, one appointed by each 
party, and the third, who acts as chairman, chosen by the parties or their 
appointees, or designated by an outside agency. All phases of the arbitration 
process work more quickly with a single arbitrator than with a board of 
arbitration. Appointment, setting of hearing dates and place, adjournments, 
and rendition of the award, take effect with greater facility and time-saving 
when one arbitrator is being dealt with rather than three or more. Parties’ 
appointees on a board are usually so closely identified with the interests of their 
respective party that they act as advocates rather than as impartial arbitrators. 
Unless the arbitration provision expressly authorizes the chairman to render 
the award alone, the probability of securing a unanimous award is slight, 
and often the necessity to get a majority award compels the chairman to 
compromise his judgment. A dissent, particularly if accompanied by a 
written opinion, serves only to keep alive the spirit of the dispute, and pre- 
vents a feeling of the finality of the award and ultimate acceptance of the 
determination. 

On the other hand, in certain disputes, particularly those dealing with 
adjustments in the wage rate structure, wage increases, and the application 
of contract provisions to intricate plant operations, there are decided advan- 
tages in having a tripartite board of arbitrators. In many cases, the arbi- 
trator seems much more keenly aware of the enormous responsibility imposed 
upon him than are the disputants. His opportunity, as chairman of a tri- 
partite board, to discuss the contentions and proof of the parties with other 
arbitrators, who, chosen by the parties, are conversant with the problem in 
its more technical aspects and broader implications, lightens his burden and 
responsibilities and contributes materially to a more equitable determination. 
Where such a board is used, however, it is preferable that the chairman be 
given sole authority to render the award. 
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Typical clauses in this phase are: 
Single Arbitrator 


The parties shall, within five days after written demand is made by either party for 
arbitration, negotiate for the appointment of an arbitrator mutually agreeable to 
them. If within said time the parties fail or are unable to agree upon an arbitrator, 
either party upon written notice to the other, may request (the American Arbitration 
Association or other agency) to appoint an arbitrator. 

Any dispute or grievance which is subject to arbitration under this agreement shall 
be submitted to an arbitrator appointed by (the American Arbitration Association or 
other agency). Written notice of the demand for arbitration and the request for the 
appointment of an arbitrator shall be given to the other party. 


Tripartite Board 


Each party shall, within five working days after demand by either is made for arbi- 
tration, appoint an arbitrator. Said two arbitrators shall within three working days 
thereafter appoint the third arbitrator, who shall act as chairman of the arbitration 
board. The chairman shall have authority to render the award, with or without the 
concurrence of either or both of the other two arbitrators. In the event the two 
arbitrators are unable or fail to appoint the third arbitrator, within the time specified, 
then either party may request (the American Arbitration Association or other 
appointing agency) to appoint said third arbitrator. Written notice of such request 
shall be given to the other party. 


In negotiating this part of the arbitration clause, care must be exercised 
to avoid the “dead end” situation, where nothing is said either as to the 
appointment of the third arbitrator or as to how the third arbitrator or chair- 
man is to be appointed, in the event the parties or their respective appointees 
fail or are unable to agree. A general “saving” clause for such contingency, 


as well as for the case where a vacancy may occur, is advisable, such as: 


If for any reason there shall be a lapse in the appointment of an arbitrator hereunder 
(or of the chairman of the arbitration board) or in the filling of a vacancy that may 
occur, either party may request (the American Arbitration Association or other 
agency) to appoint such arbitrator. 


PERMANENT VS. “AD HOC” ARBITRATOR 


Appointment of a permanent arbitrator, umpire, or impartial chairman 
under a contract has met with notable success in many industries; and 
while there still exists some differences of opinion as to its over-all advan- 
tages, its use is becoming more widespread. In small and medium-sized 
plants covered by union contract, arbitration is resorted to, on the average, 
less than once a year per contract. With the increasing extension and 
complexities of contracts, voluntary arbitration has been found to be the 
most effective tool yet devised to resolve the grievances and differences 
between parties that are wont to arise. Its general acceptance by manage- 
ment and unions for the final determination of disputes concerning the 
interpretation and application of contract provisions has gone a long way 
toward eliminating the use of “economic strength” with its costly con- 
sequences to both parties. 

It is easier for the parties to agree upon a person acceptable to both, 
when the contract is negotiated and when no dispute is present, than when 
a dispute arises. Just as the parties through collective bargaining negotiate 
on the particular clauses and provisions to fit their circumstances and plant 
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conditions, they can negotiate upon a qualified person who may be called 
upon to interpret those clauses. 

A particular arbitrator or a panel, consisting of three or five arbitrators, 
can be named in the contract. In the latter case, each may serve by rota- 
tion or in some other agreed upon way. Either method reduces the elements 
of chance in the imposition of an inexperienced arbitrator. 

More than high moral integrity and honesty is required to qualify a 
person to serve as arbitrator in industrial relations; he must be an expert 
in the field, with a knowledge of the technical phases of industrial struc- 
ture and practice, plant and union operation, and personnel relations. Con- 
tinuity of service educates and trains the arbitrator in the particular and 
unique facets of the industry and the instant plant. Through it, ’learning 
at the expense of the parties” by each new arbitrator is avoided. As a rule, 
availability of an arbitrator tends to discourage trivial use of arbitration and 
encourages collective bargaining and negotiation at all levels in resolving 
differences. 

The ‘past experience of the parties with the named arbitrator cautions 
them against asserting or holding untenable positions, which they know 
won't get them far with the particular arbitrator. The possibilities that the 
decision may be less desirable than the adjustment they can themselves agree 
upon often persuades them to settle. Furthermore, knowledge that the dis- 
pute, if not mutually resolved, can quickly “go to arbitration,” helps to keep 
up the morale of the workers. The feeling that their grievances will be 
expeditiously handled engenders confidence on both sides in the effectiveness 
of the established grievance procedure. 

Full and complete confidence by both parties in the ability, fairness, and 
impartiality of the arbitrator is imperative. Without such confidence no 
arbitrator, however competent, can perform his real service. Each party 
should retain the right to assert a preference not to submit a future dispute 
to the named arbitrator without the necessity of giving reasons or a “state- 
ment of prejudice.” The arbitrator should serve only so long as he is accept- 
able to both sides. 

Representative clauses covering some of the features discussed in the 
foregoing section follow : 


The arbitrator to whom any dispute shall be submitted to arbitration in accordance 
with the provisions of this section shall, for the term of this agreement be (Richard 
Roe of New York City). In the event said (Richard Roe) shall refuse or be unable 
for any reason to serve, the parties shall within five days after request by either 
party negotiate for a substitute arbitrator. If the parties fail or are unable to agree 
within said time upon a substitute arbitrator, either party may request (the American 
Arbitration Association or other agency) to appoint an arbitrator who shall serve 
for the particular dispute or disputes then pending or existing. Either party shall 
have the right at any time before the submission of any dispute to the named 
arbitrator herein, to object to his so acting, without giving any reason therefor, and 
a substitute arbitrator shall be appointed in accordance with the method hereinabove 
set forth for the selection of a substitute arbitrator. The parties shall, however, 
comply with the financial arrangements made with the named arbitrator under this 


provision. | | | 


The arbitrator to whom any dispute shall be submitted to arbitration, in accordance 
with the provision of this section, shall be chosen from among the following named 
panel of persons, to wit: (naming three or five) who shall serve in rotation (or upon 
such other method as the parties may agree upon as set forth in this provision), 
for the term of this agreement. 
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APPOINTMENT OF ARBITRATOR 


Another matter to be considered under this phase is the agency which 
is to be called upon to appoint the arbitrator in the event no arbitrator is named 
or agreed upon, or there is a lapse in naming the arbitrator or chairman of the 
board, or for any reason a vacancy in the office occurs. 

For such purpose, an agency such as the American Arbitration Asso- 
ciation, State Boards of Mediation or Conciliation, the U. S. Conciliation 
Service, or some other community or governmental body in the local area is 
usually used. The past experience of the negotiator will dictate preference in 
the selection. The method of appointment by each of these agencies varies. 
The negotiator should familiarize himself with the practice of each before, 
not after, the agreement is consummated. 

In the absence of any special “rules of procedure” in the agreement for 
conducting the arbitration hearing (which is the usual case), the law, statutes, 
and rules of the State under which the proceeding takes place apply. The 
American Arbitration Association has formulated a body of rules, which cover 
the most essential points, and which apply when the arbitration takes place 
under its jurisdiction. These rules are simple and practical and have proved 
very effective in avoiding unnecessary complications and delay both in the 
proceeding and in the finality of the award. The negotiator should have a 
working knowledge of these rules and of the rules and regulations of any of 
the governmental or other agencies. 

Special services in the field of arbitration are offered by such firms as 
Prentice-Hall, Inc.,1 Commerce Clearing House, Inc.,? and The Bureau of 
National Affairs.* They can be very helpful in negotiating and using the 
arbitration clause, and their constant use and reference will keep the negotiator 
informed of many facets of the arbitration process, and of personnel relations, 
with which he should be conversant. 


3. Time Limits and Conditions Precedent. 


The parties have the responsibility to negotiate and agree under what cir- 
cumstances and when the arbitration clause may be invoked, and how it shall 
function. In the language of piece rates, restrictions and limitations which are 
“too loose” or “too tight” can destroy the effectiveness of the arbitration clause. 
Management’s negotiator must make sure that the preceding steps in the griev- 
ance procedure are not by-passed, with serious consequences to the prestige 
and position of the foreman. The arbitration clause should be looked upon 
not solely as the function of top management or the “front office” but as an 
integral part of the entire grievance machinery. 

At some point in the procedure, before arbitration, provision should be 
made for reducing the grievance to writing. The demand by either party for 
arbitration should be required to be in writing. Conditions regulating the use 
and functioning of the arbitration clauses and time limitations therein, are, 
unless waived by the parties, strictly construed. Unless they are explicit, 
clearly understood, and “hand-tailored” to fit the particular needs of the parties, 
170 Fifth Ave., New York. 
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they frequently cause frustration of the entire process. Though some time 
limitations and compliance with certain minimum preceding conditions make 
for a more orderly and satisfactory functioning of the arbitration process, 
unnecessary, cumbersome, and impractical restrictions and limitations should 
be avoided. 

The following are some typical clauses on this phase : 


(a) In invoking the arbitration provision: 


Arbitration must be requested within 10 days after written decision is rendered 
in the last step in the grievance procedure. 


All disputes shall be considered settled, unless within 10 days of the last deci- 
sion by management rendered in the grievance procedure, the union requests 
in writing that the dispute be submitted to arbitration. 


No dispute shall be submitted to arbitration until it shall first have been handled 
under and through the preceding steps in the grievance procedure. 


Disputes, not resolved, shall be submitted to arbitration only in accordance 
with the procedures set forth under this section. 


A dispute not resolved through the preceding grievance steps shall be sub- 
mitted to arbitration within two days after written demand by either party 
upon the other. 


(b) In selecting the arbitrator: 


If within five days after demand for arbitration is made by either party, the 
parties are unable to agree upon an arbitrator, either party may request (the 
American Arbitration Association or other agency) to appoint an arbitrator. 


(c) In limiting the subject matter: 


Before submitting a dispute to arbitration the parties shall set forth in writing 
the specific issues to be arbitrated and the arbitrator shall confine his award 
to such submission agreement. 


A dispute which is not resolved in the first step of the grievance procedure 
shall be reduced to writing and submitted to the other party, for processing 
through the remaining grievance steps. 


(d) In limiting the effective or retroactive date of the arbitrator's award: 


An award shall not be retroactive to a date prior to the date the dispute was 
first presented in writing under Step 2 of the grievance procedure. 

Time limitations and conditions precedent in other clauses of the con- 
tract must be carefully considered. 

Thus, under disciplinary and discharge clauses, the union often must 
demand arbitration, sometimes in writing, within a limited time after the disci- 
plinary action is taken. In termination or reopening clauses, which provide 
for arbitration in the event the parties fail to agree, the conditions and time 
limitations set forth must be strictly followed, if the availability of arbitration 
is not to be deemed waived. 


4. Status of the Parties Until Final Determination and Award. 


The purpose of an arbitration provision in a contract is to set up machinery 
for the final, peaceful adjudication of those disputes which, within the scope of 
the arbitration clause, the parties are unable to resolve by negotiation and 
agreement. Implicit in the parties’ agreement to arbitrate such unresolved 
disputes is the further intention that arbitration will be the sole method pur- 
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sued, and that use of “economic strength” to determine the issue will not be 
resorted to. 


It is advisable, however, that this intention be explicitly stated in the 
arbitration clause, as: 




















Pending the submission and final determination of the dispute by arbitration here- 
under, the parties agree that there shall be no direct or indirect stoppage or other 
interference with work or plant operation. 


The parties agree that there shall be no suspension or other interference with work 
or plant operation while the dispute is being adjusted or arbitrated. 


Whether or not the contract contains a “no-strike, no-lockout” clause, 
such a provision can well be set forth in the arbitration clause. It has a 
stabilizing effect upon the parties in times of stress. It emphasizes their 
agreement to settle their differences in an orderly and peaceful way. It can 
be helpful to the union in exercising and maintaining discipline among its 
members. The aggrieved employee has the assurance that his grievance will 
be processed through to a final adjudication and, if his claim is just, it will be 
settled satisfactorily. é; 

Special problems relating to parties’ status, pending final determination 
of a grievance, arise in negotiating disciplinary and discharge clauses and other 
substantive contract provisions. Demands that the employee against whom 
disciplinary action is taken shall continue on the job, or that the disciplinary 
action be withheld until the dispute is first negotiated or until finally deter- 
mined by arbitration, present important problems to the negotiator. The 
necessity of maintaining plant discipline and protecting other employees and 
machinery, should be considered by the negotiator when dealing with the 
status of the parties during the pendency of such disputes. In such clauses, 
furthermore, it is often proposed that the authority of the arbitrator be limited 
in determining back pay, or other retroactive adjustment. Such restrictions 
unduly circumscribe the arbitrator’s functioning and exercise of judgment and 
should be avoided. 




















5. Final and Binding Effect of the Award. 


Such a statement in the arbitration clause as: 


The award of the arbitrator shall be final and binding upon the parties 





will meet with no objection and is advisable. It removes any question about 
the parties’ intention to be bound by the award. In those States which have 


no statutory provisions governing arbitration proceedings, a further state- 
ment that: 


Judgment may be entered upon the award in any court having jurisdiction thereof 





generally allows for a simplified proceeding to confirm the award in those 
limited instances where such judicial action may be sought or found necessary. 
The experience of both management and unions has demonstrated that resort 
to the law or the court in cases involving industrial disputes is not the way 
to resolve their problems. 
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6. Sharing of Arbitrator’s Costs. 
The simple statement that: 


The fees and expenses of the arbitrator shall be paid for equally by each party 


will meet with no objection. 

The negotiator should bear in mind that the equal sharing of the cost 
of the arbitrator, not of the arbitration proceeding, is set forth. Otherwise, 
ambiguous language may be construed to include sharing of the costs and 
expenses of such items as stenographic minutes, subpoenaing of witnesses, 
payment of stewards’ time in attending hearings, and other money matters. 
Payment of fees to an arbitrator ought to be considered in a full professional 
sense, and should no longer be shrouded in a veil of decorous deference or 
considered a “gratuity” or “honorarium.” 


CONCLUSION 


The execution of a collective bargaining agreement does in fact circum- 
scribe and restrict management’s former rights of unilateral action within 
those areas and spheres covered by the contract. Arbitration, when limited 
to the interpretation or proper application of mutually agreed upon contract 
provisions, does not in and of itself circumscribe or restrict management’s 
rights. Viewed objectively, arbitration so limited serves as a monitor or court 
of last resort to prevent either party from interpreting or applying in an 
arbitrary or capricious way, and from violating, agreed upon terms and con- 
ditions of employment. 

Arbitration does not transfer power to a third party to change contract 
terms or to make new ones, unless the parties have expressly so agreed. 
Neither does it in any real sense allow for a third party’s judgment to be 
substituted for that of management, unless management’s judgment was exer- 
cised in a way contrary to the expressed intentions of the parties. That, in 
actual practice, violence is sometimes done to the real intentions of the parties 
cannot be attributed to the arbitration process per se. As in all rational 
schemes devised to cope with human relations, such errors derive from the 
human factors involved in the administration of the process. 

It is the recognition of the fundamentally real value of voluntary arbi- 
tration in the field of industrial relations that has brought about its present- 
day wide acceptance by management and labor. Voluntary enforceable arbi- 
tration, because it safeguards the long-term success of the collective bargaining 
contract, may well be considered one of the cornerstones of industrial peace. 


PERSONNEL RECORDS AND STATISTICAL CHARTS 


By ADAM ABRUZZI 


Much of the potential value of personnel control records and statistics is lost 
in inaccurate analysis and prediction. To put personnel data to best use, 
Mr. Abruzzi recommends the control chart method, which permits long-range 
control and accurate forecasts in innumerable phases of personnel work. 
The author shows how to construct and analyze control charts, and illustrates 
their application to accident prevention, reduction of labor turnover, etc. 
This method, which is so successfully used in manufacturing operations, 
deserves wider acceptance in the personnel field. 


I* recent years, personnel analysts have turned their full attention to such 
frequently “hidden” but nevertheless costly factors as labor turnover, acci- 
dents, attendance, absenteeism, and illness. Realizing that huge losses are 
incurred as a result of high ratios in this important phase of personnel control 
work, many of them have carried on integrated campaigns of worker edu- 
cation. In these, the comparative records of various departments are often 
plotted on attractive charts and boards intended to stimulate and retain the 
interest and friendly rivalry of the workers themselves. 

Posted conspicuously with such arresting slogans as “Keep Accidents 
Down!”, these charts and boards have been notably successful in inducing 
worker cooperation to the point where important reductions have been effected 
in the ratios of these factors. The over-all result has been major savings in 
time and money as well as a significant improvement in worker morale. 

The fact that such programs have been successful is concrete evidence 
of the need to keep continuous records for a systematic analysis of personnel 
control problems. Because of their recognition of this need, personnel 
analysts have been able to avoid the costly errors in judgment that accompany 
the non-continuous analysis of industrial data. But they generally overlook 
the equally essential element of precision. For this reason, analyses are 
visual and subjective rather than precise and objective. 

That visual judgments are often in error is demonstrated by the fre- 
quently wide differences of opinion between observers who study the same 
data. This does not mean that the observers are not expert in their fields. 
What it does mean, however, is that unaided visual judgment, regardless 
of its expertness, is neither precise nor is it in the long run economical. 

For an explanation, it is necessary to consider the underlying meaning 
of a series of readings. All such series have a statistical pattern. And they 
have a certain amount of inherent variation. Expressed differently, individual 
readings invariably differ from one another though no real change has 
taken place in the factor which they measure. To expand this point, differ- 
ences between readings are largely caused by random or normal variations. 

This leads to an important principle: The fact that one reading is 
higher or lower than another doesn’t necessarily mean a significant difference 
exists between them. A 6 per cent value for September, for example, doesn’t 
always mean that the turnover ratio has gone up since the 2 per cent reported 
for the previous June. Nor can it be assumed that an illness ratio of 10 per 
cent is a cause for alarm any more than an illness ratio of 5 per cent is a 
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cause for rejoicing. Each of these differences may well be due to the random 
variations that are to be expected in any series of readings. 

Visual judgments are thus inadequate because they cannot readily dis- 
tinguish differences that are the result of random or normal variations from 
those that are the result of non-random or significant variations. Though 
an expert observer can come closer than an inexpert observer, the visual 
judgments of both are subject to a large error factor. To sum up, it is only 
when the observed differences are substantial that visual examination is ade- 
quate. It is inadequate when a precise division between real and random 
variations is needed or when the observed differences are relatively small. 

Explaining that an effective analysis depends on a logical division 
between the two types of variation does not answer the question of method. 
An appropriate method should meet the following conditions: It should be 
economical as well as precise. It should not interfere with the normal oper- 
ation of the personnel department or the workers. It should not require 
any special skills or theoretical background. And finally, it should be versatile 
and easy to apply. 


STATISTICAL CHARTS PROVIDE THE ANSWER 


The method that satisfies all these conditions is available in the statistical 
control charts that are used so widely and successfully in production and 
inspection control work. To elaborate, the control chart method has had 
such widespread acceptance that it has become standard practice in this phase 
of manufacturing operations. That the same method can be applied suc- 
cessfully to problems in personnel administration has been demonstrated by 
such applications as those described in D. J. Bolanovich’s “Statistical Problems 
of Worker Evaluation” (see reference 1, page 54). 

To reassure those who may feel reluctant to accept a method with a 
statistical base, a brief description of its background is in order. When the 
demand for products whose quality was uniformly acceptable at a superior 
level reached its peak during the recent war, industrial analysts with wide 
experience in the application of statistical control methods were commissioned 
to write a set of procedures for constructing and analyzing control charts 
(cf. reference 3, page 54). Guided by the need for simplicity of under- 
standing and use, they eliminated the need for all theoretical knowledge 
except for the ability to record data and make arithmetic computations. 

Realizing that the procedures should be adapted to industrial operations, 
they offered a series of alternative methods to suit the local conditions, 
methods of measurement, and the type and amount of data found in different 
types of plants. The result was that effective applications were made possible 
without so much as a single fresh observation. In such cases, only the past 
and current data in the form of production and inspection records that were 
immediately available were needed for a profitable analysis. 

The fact that past and current records are likewise available on labor 
turnover, accidents, attendance, and other personnel factors means that similar 
applications can be worked out in the field of personnel administration. 
Where charts are already kept, in fact, it is necessary only to compute control 
limits to transform them into precise control charts. In these charts, the 
personnel analyst has the information he needs to follow up and correct 
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significant causes of variation. They also prevent him from making a fruitless 
and expensive investigation when no significant causes of variation exist. 

Though each of a number of standard and modified control chart methods 
may be used in analyzing personnel records, the so-called ¢ chart is the most 
useful as well-as the easiest to apply. As this method has its greatest effec- 
tiveness when the expected number of occurrences is only a small fraction 
of the total possible number, it is particularly well adapted to the conditions 
usually encountered in personnel administration work. As a _ practical 
example, only a small percentage of a plant’s workers can reasonably be 
expected to suffer accidents at one time. 


HOW A PERSONNEL CONTROL CHART WORKS 


An example of a ¢ control chart based on actual industrial accident 
records is offered on the following page. In its examination, the reader 
should keep in mind that such a chart analysis is not limited to accident data. 
Turnover, worker transfers, calls at the plant dispensary, absenteeism, illness, 
or any other personnel factor that may currently cause disproportionately 
high costs or interruptions in the flow of production may readily be studied 
with the aid of a similar chart. It is only necessary to substitute the name 
of the factor of immediate interest to visualize how its control chart would look. 

Each point represents the number of accidents that occurred in a day 
over a month’s operation of an industrial department. When the readings 
accumulated during the course of the month have been gathered and plotted, 
their arithmetic average, or ¢, is calculated and entered on the chart as a 
solid line indicating the average level. This value is then used as a base for 
computing the control limits. 

Specifically, the outer limits are computed by substituting the observed 
average number of accidents, or ¢ in the formula, c+ 3 Vc. In this case, 
the expression becomes 5.7 + 3 V5.7, which reduces to: 5.7 + 3(2.4) or 
+ 12.9 and —1.5. Following the usual statistical control practice of con- 
sidering negative limits as 0 gives the outer control limit pair 12.9 and 0, of 
which only the upper value needs to be plotted. The inner pair of limits are 
derived analogously from the modified formula, ¢ + 2 Vc, which reduces to 
5.7 + 2(2.4) or 10.5 and 9. 

With the plotting of the control limits, the physical work of constructing 
the control chart is complete. All that remains is the evaluation of the readings 
with respect to the control limits. Considering the outer pair first, it is 
apparent that reading 12 is appreciably higher than the upper control limit. 
This is interpreted to mean that a significant variation exists, whose cause 
should be investigated to eliminate its harmful effect on over-all performance. 

It is now possible to define outer control limits more completely. Since 
readings will fall outside of such limits by chance approximately three times 
in every 1,000 readings, such limits separate real from random variations. 
It may consequently be assumed with confidence that points outside of these 
limits represent significant causes of variation like poor lighting and careless- 
ness in operation. 

Of equal importance is the fact that outer control limits indicate that 
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the other differences in the series of readings are purely random. To illus- 
trate, there is no significant difference between the value of 3 for reading 
1 and the value of 10 for reading 18. This is precisely where the unaided 
judgment of an observer would be likely to make an error. As finding the 
appropriate dividing line is a matter of control chart (or other statistical) 
analysis, it is clear that an analysis like this is the only way to make a judg- 
ment that is free from potentially large subjective errors. 

It is advisable to pause at this point to consider the economic conse- 
quences of a judgment based on control limits. In offering the analyst evi- 
dence of fundamental changes like reading 12, it gives a danger signal that 
trouble exists. In addition, it points out that this trouble is of a fundamental 
nature and will continue to present difficulty until it is identified and removed. 
In this role, the control chart acts as an economical guide to action when 
trouble actually exists. 

When, as in the other 22 readings, points lie between the outer limits, 
the control chart prevents looking for trouble when it doesn’t exist. In 
thus guarding against the two principal and often costly kinds of error, the 
control chart is an economical as well as a precise method of analysis. 

As may be expected from their position on the chart, the inner pair of 
limits are somewhat more sensitive than the outer pair of limits. To expand 
this statement, readings will exceed the inner limits by chance about 5 per cent 
of the time. A point like that for reading 7 will consequently occur by chance 
about 5 times in 100. This leads to the logical conclusion that ,a strong 
probability exists that such a point did not arise as a result of random causes. 

Whether or not action is taken when points are outside of the inner 
limits is a question for the individual analyst to decide. When the cost of 
identifying and eliminating such a cause is high, he may prefer to wait unitl 
a point goes outside of the outer limits. When, conversely, the cost in terms 
of interrupted production, etc., as a result of high and uncontrolled accident 
ratios is high, he may reasonably use the more sensitive guides offered by 
the inner pair of limits. In waiting for points to fall outside of the outer 
limits, the analyst must, of course, realize that he is taking the risk of having 
excessively high accident ratios in the waiting period. 
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To clarify the meaning and comparative advantages of inner and outer 
limits, it will help to introduce a pair of concepts often used in process control 
charts. The zones between the two limits on each side of the control or 
c line are often called the caution zones. Points in these zones are interpreted 
to indicate that danger lies ahead. Under these conditions, no action needs 
to be taken as long as the analyst remains on the alert. The zones outside 
the outer limits (in this case, only one exists) thus become the danger zones. 
Points in these zones are accordingly interpreted to indicate that the danger 
is immediate and must be removed at once. With these concepts, the per- 
sonnel analyst can, like the process control analyst, use and take appropriate 
action on both pairs of limits. 

Though either pair of limits can be used individually to good effect in 
analyzing personnel records, a persuasive argument can be made for their 
simultaneous use. Simultaneous inner and outer limits give appreciably 
improved precision at the almost negligible cost of computing and plotting 
the second pair. That the precision of the analysis is actually improved can 
readily be demonstrated. When, for example, a significant trend exists, as 
it often does in personnel data, it may never be detected by outer limits. In 
any case, it will be detected faster by using both inner and outer limits. 

To complete this discussion on how a personnel control chart works, 
some attention should be paid to the lower inner limit of .9. As only about 
5 per cent of all readings in a series are expected to fall outside the inner 
limits as a result of chance factors, points below the lower limit are just as 
likely to represent significant causes of variation as are points above the 
upper limit. To express this in numerical terms, a reading of 0 in the series 
shown on the chart would be just as unexpected as a reading of 11. 

It may seem to some observers that a point like the hypothetical 0 repre- 
sents superior performance and should consequently not be investigated. 
This conclusion is unjustified for an excellent reason. Since they are 
abnormal, points outside of the control chart limits have unpredictable effects. 
Consequently, the same factor that causes points to be abnormally low at one 
stage may later lead to points that are abnormally high. 

While an abnormally low point may sometimes represent a real improve- 
ment, like closer attention to safety rules on the part of workers, an investiga- 
tion is still worth making. Such information can be used, for example, to 
make systematic improvements in other departments. In any case, the deci- 
sion on whether action should be taken can be made only after the causes 
of abnormal points have been investigated and identified. 


ACCURATE PREDICTIONS POSSIBLE 


The fact that points outside of the control limits have unpredictable 
effects is of extreme significance, since accurate predictions are impossible 
so long as the underlying causes of such points are not removed. This is the 
second important argument for the identification and removal of the factors 
responsible for an uncontrolled condition in a series of readings. In other 
words, accurate predictions can be made only when a series of readings is 
statistically controlled. 

This requirement is not so difficult as it may sound. With the data 
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plotted on the chart, the simple steps involved in attaining control can be 
demonstrated. In this case, it would only be necessary to identify and remove 
the cause of the significantly high value of point 12. In actual practice, this 
requires investigation and corrective action on the part of the analyst. For 
this demonstration, it is assumed that the cause is found to be laxity in wear- 
ing protective clothing and that appropriate action has been taken to remove 
this difficulty. 

Eliminating the cause for its high value means that reading 12 no longer 
represents the series. Consequently, the average value must be recomputed 
from the remaining 22 samples. The control limit computations of ¢ + 3 Vc, 
and € + 2 Vc are then repeated. This time, however, the revised c of about 
5.3 is used to give 12.2 and 0 as the outer pair of limits in addition to 9.9 
and .7 as the inner pair. 

Since these limits represent a stable statistical pattern, from which all 
but random variations are removed, they can be used to make accurate pre- 
dictions about future performance. In the department which the readings on 
the chart represent, for example, the average expected number of accidents is 
5.3. In addition, readings higher than 12.2 are almost sure to be significant, 
while readings higher than 9.9 or lower than .7 are likely to be significant. If 
it is assumed, therefore, that the chart represents readings for the month of 
March, readings for the month of April can be evaluated against these 
guiding values. 

Extending the control chart into the future as a guide to current per- 
formance is an extremely economical way to maintain controlled ratios. By 
plotting and evaluating a new point each day, significant variations can be 
detected and their causes corrected before much damage is done. In this 
way, the control chart prevents major difficulties from occurring. 

When, moreover, long-range control has been achieved, it is reasonable 
to expect that the number of readings can be reduced appreciably. Instead 
of taking daily readings, for example, weekly readings may be sufficient. As 
is often the case with product quality control charts, it will even be possible 
in some cases to maintain well-controlled ratios of important personnel 
factors with only occasional readings. Translated into practical terms, the 
cost of maintaining a stable system of personnel control should eventually be 
minimized. 


RECOMMENDED APPLICATIONS IN PERSONNEL CONTROL WORK 


To itemize the personnel administration problems to which control charts 
can be applied is rather difficult. But it can be said with confidence that con- 
trol chart methods can economically be applied to almost any problem in 
which continuous records are gathered for control purposes. More than 
that, control chart (or other statistical) methods should be used whenever 
such records are analyzed. Quite simply, it is a pound-foolish policy to spend 
large amounts of money to gather frequently elaborate data only to throw 
most of their usefulness away with inaccurate analysis and prediction. 

To take a concrete example, labor turnover receives a great deal of 
attention from management because of its direct effect on the smooth opera- 
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tion of a plant. A high turnover rate can, in addition, be extremely expen- 
sive as recent turnover cost figures of some industries amply verify. The 
continuous records gathered by personnel departments on this subject are 
perfectly adapted to control chart methods of analysis. The analyst has, 
moreover, the option of running a cumulative chart covering total plant turn- 
over or a series of charts by departments. 

The second alternative raises the important question of making accurate 
judgments about the comparative turnover ratios of different departments. 
Since most such comparisons are based on the subjective judgments made on 
several comparable series of readings, they are subject to the same criticism 
as judgments on a single series of readings. Again control chart methods 
supply an economical and precise answer. To be specific, the turnover ratios 
of two comparable departments can be evaluated precisely by comparing the 
averages as well as the width of the control zones (i.e., the distance between 
the upper and lower control limits) of their respective control charts. As 
might be expected, this method can be expanded to cover several departments 
and, if necessary, shifts, seasons, or any other unit that is considered to be of 
importance. 

Data on such factors as the inability to get along with fellow workers 
and the procurement of a better position elsewhere, which contribute signifi- 
cantly to the over-all turnover ratio, can also be evaluated with the aid of 
control charts. In charts of this type, plotted points are best expressed in 
terms of the ratio between the amount of turnover attributed to each of the 
factors involved in the comparison and the total amount of turnover. After 
control charts have been constructed for each factor in which the analyst is 
interested, the average percentages and control zones can be compared accord- 
ing to the general plan already outlined. 

When, to give a hypothetical example, the average value and the outer 
control limits for the turnover attributed to factor A of 10 per cent, 18 per 
cent, and 2 per cent are compared to the corresponding values for the turn- 
over attributed to factor B of 15 per cent, 20 per cent, and 10 per cent, two 
conclusions can immediately be drawn. The average turnover attributed to 
factor A is appreciably lower than that for factor B. But the total variation 
for factor B of 10 per cent is conversely appreciably lower than the corre- 
sponding 16 per cent for factor A. To summarize, factor A has a superior 
average level, while factor B is more consistent in its effect. In addition to 
their direct use for comparative purposes, facts like these are directly useful 
in planning programs of corrective action. 

Since the program outlined for labor turnover is generally applicable to 
other problems of personnel administration, they need not be discussed. But 
it should be made clear that the analyst must decide which primary and 
secondary factors are responsible for a disproportionate amount of interrup- 
tion in manufacturing operations, an excessive cost, or an adverse effect on 
worker morale. With these criteria and others associated with an individual 
plant, such as personnel policy, size, type of operation, and other character- 
istics, the analyst can reasonably decide which problems need or could profit 
most from such a control chart program. 


Because an increasing number of plants have recognized its importance 
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in worker efficiency, personnel analysts have recently given a great deal of 
attention to the subject of fatigue, with studies that range from the super- 
ficial to the highly technical. In such studies, which frequently yield incon- 
clusive and even erroneous results, control chart methods are again useful. 
If, for example, the outputs of workers with and without rest periods are to be 
compared, a pair of control charts can be developed to obtain precise esti- 
mates of the respective average levels and control zones. With these facts, 
an accurate judgment can be made on whether the rest periods have actually 
produced a significant increase in the average output or have successfully 
reduced the total variation in output. 

This hypothetical example is a particular case of the generally profitable 
use of control charts to estimate the results of a morale-building or general 
improvement campaign. To reduce labor turnover, for example, many plants 
have introduced such inducements to stay as bonus plans, upgrading systems, 
pensions, and recreational activities. Whether such programs actually reduce 
the average turnover, its over-all variation, and by how much is frequently 
difficult to determine, though these questions are of primary importance. 
With a pair of appropriate control charts, such questions can be answered 
economically and with precision. 


SUMMARY 


A preliminary discussion of control chart methods in analyzing per- 
sonnel records and general personnel control problems must necessarily omit 
many of the details like the procedures, the restrictions, and the modifications 
that are essential to their economical and effective application. These can 
be acquired only by progressive study of the subject, beginning with such 
simplified material as that presented in the modest list of references.* 

Through such a study, the analyst can determine which of the standard 
and modified control chart methods are best suited to his needs. He will 
also become familiar with such other facts about control chart work as the 
availability and use of trend and correlation control charts for problems in 
which significant trends appear, which types of charts are sensitive, and 
how charts can be constructed when the number of readings is limited. These 
facts will also help answer the questions and objections that the personnel 
analyst will understandably have before actually working out a control chart 
program. dl 

When this background is followed up by the construction of a number of 


* Another interesting book (not cited in the list of references) is Quality Through Statistics, by 
A. S. Wharton (published by Philips Lamps, Ltd., London, England, and distributed in this country by 
The Gryphon Press, Highland Park, N. J., at $1.50 per copy). This volume contains a description of a 
plan employed for paying bonuses in a particular department where the operators’ skill was of special 
importance. Using individual control charts of the © type for each operator, this plan provided for 
samples of 15 units every half hour. Inner and outer control limits were in each case computed on the 
basis of the average expected performance, estimated from past operating data as well as functioning 
requirements. 

When the number of defects for a particular sample fell below the inner control limit, a quality 
bonus of 2d. was paid. When, on the other hand, a sample reading exceeded the same control limit, an 
equivalent amount was deducted from the accumulated bonus for the week. It should be emphasized 
that this plan was entirely separate from the production bonus paid to operators. Thus it offered the 
workers an additional incentive for doing good work. 4 ‘ j 

The author summarizes his discussion by pointing out that the average weekly quality earnings in the 
department were about 8s. In addition, the over-all reject rate was reduced from 8 per cent to 4 per cent. 

This book contains a number of other rather original and useful control chart applications to problems 
not generally covered by these methods in this country. 
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practice charts on past data, the natural reluctance and misgivings that are 
the general reaction to an unfamiliar method will be replaced, by confidence 
in and enthusiasm about the profit that can be derived from its application. 
For the more enterprising, there is much to be gained from the study and 
application in personnel control work of such other statistical methods as the 
various forms of the “t” test and analysis of variance. Indeed, as those readers 
who are familiar with these extremely effective and versatile analytical 
methods have probably already conjectured, such methods can be used to 
solve many of the problems outlined earlier in this discussion. 

Through use of such methods, moreover, the effect of several significant 
factors like different days, different shifts, and different machines in a fatigue 
study can be measured simultaneously with a limited number of readings. 
The result is a vastly improved estimate of the net effect of fatigue at a 
minimum cost in terms of the observers, the measurements, and the time 
needed to make the study. 

As a final reward for their enterprise, personnel analysts who study and 
apply these methods of statistical control will acquire the ability to plan their 
studies more logically. By basing the number, the type, and the scope of 
their measurements and other planning details on the analytical needs of the 
immediate study, they can thus avoid the frequent temptation to take too 
many readings and make elaborate but comparatively unproductive studies. 

The possibilities of applications of statistical control methods in per- 
sonnel administration work will be limited only by the amount of vision and 
foresight shown by the leaders in that field. And though some of the develop- 
ment will have to come from professional statistical control workers, re- 


sponsible personnel analysts must do the bulk of it themselves. In this way, 
the objectives of the control chart and other statistical programs of personnel 
control that are actually undertaken will be based, as they always should be, 
on the technical experience that is indispensable to profitable results. 
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A PROGRAM OF SALARY ADMINISTRATION 


By EDWARD N. HAY* 
Personnel Officer 
The Pennsylvania Company 
Philadelphia, Penna. 


Concluding the series of six articles that began in the May, 1946, issue of 
Personnel, Mr. Hay takes up here the problems encountered in the regular 
review and adjustment of salaries and in the control of salary expense. 
Citing the experience of The Pennsylvania Company, the author discusses 
such matters as the philosophy of management regarding compensation, the 
manner of awarding salary increases, and the problem of maintaining a 
balance between employee equity and expense control. Successful use of 
the “compa-ratio” in controlling the level of salary expense is illustrated. 


COMPLETE program of salary administration must begin with the 

establishment of the correct salary value for each position. This has 
been dealt with at length in previous articles in this series outlining methods 
of job evaluation. After the number and value of positions have been 
determined come the problems of periodic review and adjustment of 
individual salaries. This article deals with the latter problems. 

Where only a single rate is paid for each job, as is most often true in 
manual, or hourly-rated jobs, there is no need for a wage review procedure 
as such. It is still necessary, however, to review job duties to make sure 
that the rate is correct for the particular duties. As long as duties do not 
change, the rate for the job remains the same, except where there is a change 
in the whole rate structure. 

The following discussion deals with procedures necessary in the 
periodic review and adjustment of salaries, where it is customary to award 
increases within rate ranges. Before specific procedures can be set up, it 
is necessary to consider the problem as a whole in order to decide on a basic 
philosophy and policy. 

For example, what are some of the forces which affect salaries? Among 
them may be listed the following: 


1. Competitive salary rates. 

2. Necessity for maintaining cou.pany solvency; with the collateral objectives of mak- 
ing profits, paying dividends, accumulating necessary reserves, and building a 
surplus. 

3. There must be some consideration of the viewpoint of the executive and supervisor 
who is directing the work of employees whose salaries are under consideration. His 
effective relationship with his subordinates, and his need for considering their 
motivation, are among the things which influence his actions. 

4. Employee needs must be considered. Each employee has personal and family obli- 
gations, perhaps a growing family. Changes in living costs affect him, and he 
has the universal need to “get ahead.” 


PRINCIPLES AND POLICIES GOVERNING SALARY MANAGEMENT 


From a consideration of these forces, with perhaps recognition of the 
normal desire of management to contribute to a stable and contented condi- 
tion in the social area of which it is a part, there will evolve a set of principles 
to guide the choice of salary policies and of specific procedures for their 


* The author is also head of the consulting firm of Edward N. Hay & Associates.—Ep. 
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regulation. For example, The Pennsylvania Company expresses its attitude 
on salary and wage matters as follows: 


Salary Administration: It is the desire of the management of the company to pay 
equitable salaries to all employees and at the same time to maintain reasonable control 
over salary expense. A plan of job analysis and valuation has been in effect since 


1938, which assures every employee a fair salary for the job he does on the basis 
of the following principles: 


1. There shall be a direct relationship between the duties and responsibilities of a job 
and the salary paid for that job. 


2. Individuals on the same work differ in experience, ability, atid willingness, and 


there shall be some provision for recognizing these differences. This is accom- 
plished by having a salary range for each job. 


3. Provision shall be made for periodic salary review so that increases may be recom- 


mended within the salary range, after consideration of the efficiency and fidelity 
with which an employee has performed his duties. 


4. No difference in sex or other condition shall affect the application of these policies. 


Preceding articles in this series have dealt with the essential pre- 
conditions for a well-rounded salary program and have pointed to the neces- 
sity of developing satisfactory standards of cost. This requires an analysis 
of each job in order to reach decisions on the following points: 

1. What are the numbers and kinds of jobs necessary to do the work. 
2. What are their relative values. 


3. What is their total value in the light of competitive rates, company solvency, and 
employee needs. 


Previous articles have shown the necessity, after establishing satisfactory 
pay standards for all jobs, of beginning with the present total payroll and 
adjusting it from job to job in accordance with the newly-developed standards 
derived from evaluation, in such a way that the revised payroll will be 
approximately unchanged. 

The foregoing discussion has dealt mainly with the philosophy of man- 
agement in the review of all factors affecting salary rates. It should be 
noted that the sequence of steps management should take are as follows: 


1. Review management philosophy in relation to company solvency, employee and 
social needs, and competitive rates. 

A group of principles will emerge which give expression to this philosophy. 
Develop and state the policies of salary administration. 

Apply all the foregoing continuously “by means of specific written procedures of 
salary review. 


Poe 


If these four steps are taken by a process which involves all levels of 
management, the result will be most healthy and will receive satisfactory 
acceptance from the entire organization. The process of group thinking is 
important to a successful salary program, though this is not the place to deal 
with that process. 

It might be mentioned, however, that in one company of 1,500 salaried 
employees these steps are taken through four agencies: 


The president of the company. 

The personnel director. 

The “Senior Council”—a committee advisory to the president. 

The “Junior Council’—a committee comprised of middle-level executives col- 
laborating with the personnel director and with the Senior Council. 


When committees of this kind deal with such problems as the develop- 
ment of a philosophy, principles, policies, and procedures of salary manage- 
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nent, they should work within clearly stated limits and their decisions should 
be reviewed and approved by higher authority—i.e., by an administrative 
official. This is another way of saying that committees generally are most 
effective when they advise an administrative official and when their decisions 
must be ratified by him and made effective by his issuance of the necessary 
orders. 

Committees should be employed for their pooled wisdom and knowledge, 
but power of action should be lodged in an administrative or “line” official. 
The judgment of such committees should not limit freedom of action by 
the officials charged with administrative responsibility. Since salary admin- 
istration is an executive function, committees should not be permitted to 
make final decisions, either on policies and procedures or in individual cases. 


AWARDING SALARY INCREASES 


The manner in which salaries are adjusted requires consideration of: 
(1) enhancement of individual employee morale; (2) maintenance of expense 
control. 

The enhancement of morale may be promoted by the adoption of a 
policy of systematic consideration of individual salaries at regular intervals. 
Morale is also promoted by treating each employee uniformly in accordance 
with his individual merit. Thus, in the case of The Pennsylvania Company, 
reference to Exhibit I will show that the following conditions have been 
established : 


1. Salaries of new employees will be reviewed in three, six, and 12 months. 

2. Salaries of employees of more than one year’s service will be reviewed at least once 
each year. 

3. Special treatment may be accorded to unusual cases. 

4. Each promotion—defined as a change of duties sufficient to cause an increase in 

salary grade or a change in assignment to a position in a higher salary grade— 

shall be rewarded by an increase in salary, aside from any periodic salary increases 
which have been earned through merit. 

Increases may be withheld where performance is not satisfactory. 

6. Salary increases, except in the “special merit” cases, must follow a table of increases 
which provides a unit of increase of approximately constant percentage of base pay. 
By base pay is meant the middle of the range of the salary grade to which a a position 
is assigned. 


tn 


The salary review procedure of The Pennsylvania Company has evolved 
through a series of discussions in a Junior Council and Senior Council, but 
it was given official force by administrative decision of the president, whose 
name it bears. 

It will be noted that these procedures provide for the exercise of con- 
siderable initiative and freedom of action on the part of individual supervisors 
and executives. Salary recommendations are initially made fairly well down 
the “line” and approved at successively higher levels until the senior official 


at the head of each operating or staff division has attached his signature in 
approval of each salary adjustment recommendation. These recommendations 
then travel to a central point for clearance on behalf of the president. This 
central point in the writer’s company is the personnel director. Any adjust- 
ments he considers unwise (or which have been overlooked) are not subject 
to his disapproval, but rather are matters for negotiation between him and the 
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ExuHusiT I 
THE PENNSYLVANIA COMPANY FOR BANKING AND TRUSTS 
SALARY REVIEW 


The following is a restatement of established policies governing monthly salary 
review : 

1. THE NORMAL RAISE—The salary of every employee will be reviewed once 
a year, in the month in which originally employed. If the employee’s performance 
has been satisfactory, the supervisor may recommend an increase in accordance 
with the following table of normal increase amounts. It should not be assumed 
that increases will necessarily be given every year. Supervisors and officers should 
recommend increases only where job performance is highly meritorious, especially 
in those cases where salary is above the mid-point of the salary range. All recom- 
mendations are subject to the approval of the responsible officers and of the 
President. 

. NEW EMPLOYEES—New employees are eligible, if their work is entirely satis- 
factory, to receive increases in accordance with the schedule below after three, six 
and twelve months of service. Thereafter they will be reviewed on the anniversary 
of employment, as in the case of employees of more than a year’s service. 

. PROMOTION—An employee who receives a promotion from one salary grade to 
a higher grade is to receive a salary increase, the amount to be governed by the 
salary increase table below. This increase may be given at the time of promotion 
or, if the responsible officer prefers, it may be withheld for a period ordinarily 
not exceeding three months to give an opportunity of observing the quality of the 
work of the promoted employee. 

. EXCEPTIONAL MERIT—Employees whose work is of unusually high quality 
may be recommended for exceptional treatment, such as an increase of larger 
amount than provided by the schedule. Any such exceptional case is to be fully 
supported by a separate memorandum giving in detail the facts justifying excep- 
tional treatment. The numbers of such cases should be kept at a reasonable 
minimum. 

. INCREASES OVER MAX1IMUM-—Increases for employees at or over maximum 
= the — may be recommended only in accordance with Personnel Procedure 

o. 3-A- 

. COMPA-RATIO—It is essential that salary expense be kept under control. Mem- 
bers of Senior Council and the operating officers immediately under them share 
this responsibility for their departments and divisions. Compa-ratios will be fur- 
nished monthly by the Personnel Department to aid officers in their efforts to 
maintain these ratios stable at their present level. 


SCHEDULE OF SALARY INCREASE STEPS 


Grade Job Range Salary Grade JobRange Salary Grade JobRange Salary 
No. Min. Max. Increase No. Min. Max. Increase No. Min. Max. Increase 


90. — 120. 11 ~—:160. = 17.265. ==} 
5 — 130. $5 12 = 175. — 230. $8. 18 290.—385.§ $12. 
105. — 140. 


agg 14 205. —275. $9. 20 345.—460.f $15. 
125. — 165. $6. 15 225. — 300.) 


135. — eo 16 245.—325.§ $10. 
145. — 195. $7. 


13 190. ont 19 315.— 420.) 


Wma. Futon Kurtz 
President 


divisional vice president in question, with the president available as a mediator 
in the few cases which are not agreed upon. 

This kind of procedure has been successful in The Pennsylvania Company 
over a period of nine years. Every executive participating in salary adjust- 
ments feels an obligation and a real sense of freedom in initiating suitable 
recommendations. An item-by-item review by the president or by a salary 
committee is unnecessary because, though the originating executives have 
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great latitude, they are nevertheless circumscribed by the standards of value for 
all positions and by the specific provisions of the salary review procedures 
shown in Exhibit I. Despite their substantial degree of freedom, it has been 
possible to attain remarkable stability in salary expense. 


BALANCING EMPLOYEE EQUITY AGAINST EXPENSE CONTROL 


On more than one occasion it has been pointed out that the salary problem 
is one of maintaining a balance between employee equity and expense control. 
On the equity side, an employee will expect to be paid according to the 
experience required for the performance of his duties and for the responsibility 
he must assume. He will also expect consideration of the quality of his per- 
formance. This could be measured either against the requirements of the job 
or against the performance of others on like duties. His personal loyalty and 
dependability will also be factors. 

Furthermore, the employee is human and needs personal recognition. He 
will grow from year to year and will give his best performance in an environ- 
ment where he has an opportunity to better himself, not only through promo- 
tion but through improved efficiency and knowledge on his present job. Each 
employee also has economic needs, such as a growing family, and these call 
for an opportunity for gradual salary improvement. Thus the problem cannot 
be kept in a simple framework in which the only consideration is company 
profit. 

On the side of expense control, first consideration should be given to the 
number and types of positions necessary to perform the work and then to the 
standard of cost suitable for each such position. This latter will bring job 
evaluation into play. Job evaluation is the basic tool from which cost standards 
can be established. 

The problem of expense control is to stabilize total expense at the level 
of these cost standards. Consequently, whatever salary increases are awarded 
to employees on the basis of job duties and individual performance, the neces- 
sity for stabilizing total expense at a given level must not be lost sight of. It 
should be noted that the payroll total is increased with every salary raise and 
these raises must be offset by corresponding reductions if the total is to remain 
constant. These reductions, of course, come from turnover, the causes of 
which are death, separation, and retirement. Another and different cause 
would be a change in the work of the organization which called for different 
numbers and kinds of positions at different salary levels. 


INDEXES FOR SALARY EXPENSE CONTROL 


In order to achieve this essential aim of awarding salary increases and 
yet maintaining stability of total salary expense, it is necessary to have 
what may be called an index of stability. Available indexes are the following: 


Total payroll. 

Average salary. 

Budgeted increases. 

Salary increases as percentages of total payroll. 
The compa-ratio.* 


msn pe 


Total payroll is a highly unreliable index of salary stability because, 





q — appendix in Manual of Job Evaluation, by Benge, Burk, and Hay (Harper & Brothers, New York, 
1941), 
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obviously, as the magnitude of company operations fluctuates the total pay- 
roll must be expected to fluctuate correspondingly. Thus payroll total is a 
function of the changing total size of the working force and also of changes 
in level of individual salaries, and it is impossible to separate the two. It 
is a rare case where the size and composition of the force remains unchanged 


for any length of time. Therefore total payroll is of little value as a means 
of salary control. 


TABLE I 
AVERAGE SALARIES 
MEN AND WOMEN MEN WoMEN 
Average Average Average 
Date Number Salary Number - Salary Number Salary 

November 1940 1024 $137. 
March 1942 1102 133. 552 $158. 550 $108. 
July 1943 989 136. 419 171. 570 112. 
January 1944 923 138. 356 175. 567 114. 
January 1945 912 143. 372 178. 540 118. 
February 1947* 1002 175. 446 206. 556 151. 





* A general increase of approximately 15% given January, 1946. 


Average salary eliminates the first of the following three variable 
factors: the size of the workforce, the types and salary levels of the jobs 
comprising the working force, and changes in individual salaries. This 
index is, nevertheless, a composite of the last two of these factors: namely, 
the various kinds of positions of which the workforce is composed (which 
may vary from time to time) and changes in the level of individual 
salaries. Consequently, it is ineffective, and we must look for an index 
which reflects only changes in individual salaries. An _ illustration of the 
undependability of this index is found in the experience of The Pennsylvania 
Company. In 1939, 1940, and 1941, the average clerical salary was $137 
per month, showing almost no fluctuation at all. Organizational changes 
during the first year or two of the war made it plain that some variation 
should have been expected. Consequently, the average ‘salary was broken 
into two parts: average male salary and average female salary. Immediately 
a wide fluctuation was observed. 

Budgeting the total amount of salary increases a department can grant 
during the year or during each quarter is certainly better than making no 
attempt at all to regulate these expenditures. However, such budgeted 


TABLE IT 
AMOUNTS SPENT ANNUALLY IN SALARY INCREASES 
12 Months to Amount 
DR ea. s5.re ae Secret ea iar Sk esti 8 nxt $93,022. 
Il Ae ie ne ne ask sara les 98,362. 
I ete ER So eek Rok RRR EA Sic ke 105,369. 
TS oe. EE oe td saee en aie! 88,015 
| FOS Ek NEE EES 9S ae eek a tae eR 70,211 
EPI 6h oS Ge teas ee ets ane oo yi 79,429 
MUS aoa cu.d) oo seats be nah Sade ae weleele wae’ 98,606.* 


* An unusual number of increases given at this time. 
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totals must necessarily be derived from previous history and adjusted in 
accordance with changes in the total workforce and estimated changes in 
the composition of that force. Because of this flexibility, it is probably a 
better index than the two previous ones, but it is still crude; and whenever 
conditions change, the budget must be changed. Thus it is not so much an 
index of control as a limitation on change, whether the changes are desirable 
or not. Table II shows the total amounts spent annually. 

Expenditures for salary increases must be curtailed in time of low 
profits and may be expanded when profits are good. Nevertheless, the 
employee looks forward to an increase in salary as a reward for his good 
performance and is not greatly consoled by being told that poor business 
does not permit giving him one. The best solution is to key salary increases 
to meritorious performance and stabilize the total amount, increasing the 
total as profits increase and reducing it as profits decline. If salary increases 
are awarded monthly on the anniversary month of employment, these 
changes can be gradual and will not appreciably penalize any one employee 
or group of employees. 

A fourth index which has been found helpful in The Pennsylvania 
Company is the amount of annual increase expressed as a percentage of 
total payroll. Crude as it is, this index gives some idea of what is taking 
place. It is, therefore, not so much an instrument of control as one which 
assists in judging when to be more restrictive and when to give more latitude 
in salary adjustment. In The Pennsylvania Company, a commercial bank 
and trust company, it has been historically true that 12 months of salary 
increases against the 12 months’ payroll, calculated from month to month 
during the year, has remained under 5 per cent, except during the war, 
with a satisfactory stability of total salary expense. 

Table III indicates the change in percentage of payroll expended by 
the company in awarding salary increases. It is noticeable here, as in the 
table of compa-ratio, that the war years showed a substantial increase. This 
was due, of course, to a deliberate policy, made necessary by wartime 
conditions but readily adjusted downward after the war. 

In the percentage-of-payroll index, use has been made of “moving 
totals” and their ratios. By moving total, of course, is meant a total which 
moves forward by adding the new figure and dropping the old one. [or 


TABLE III 


SALARY INCREASES IN DOLLARS PER YEAR AS A 
PERCENTAGE OF 12 MONTHS’ PAYROLL 


(Both 12 months to date) 

To Date Percentage 
WE SE, OIE 5 oie os BEB ae wis wei orion ate 
January 31, 1943 
January 31, 1944 
July 31, 1944 
RAROES See fe 5. 5 Sins dai os HS ASE 
July ey SOP hi cbs ae Ces AVIS ek eensess 
January 31, 1946 
July 31, 1946 
January 31, 1947 
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* An unusual number of increases given at this time. 
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example, the moving total to April, 1946, included the 12 months to that date. 
Moving total to May, 1946, required dropping May, 1945, and adding May, 
1946. These moving totals eliminate seasonal variation. 


THE “COMPA-RATIO” 


The compa-ratio is a fifth index of the level of total salary expense 
but one which is not well known. For its successful use certain conditions 
must be met. Among these are that evaluation must be relatively accurate 
and salary grades must be “symmetrical,” as defined in previous articles in 
this series. 

There is another way of calculating the compa-ratio than the one de- 
scribed in Manual of Job Evaluation, and it produces a slightly different 
result. It is as follows: Calculate compa-ratio for each salary grade sepa- 
rately. Then weight the ratios according to the numbers of persons in 
each salary grade. Divide the total by the number of employees, and a 
ratio is secured which expresses the distance between minimum and maximum 
of the average employee. 

An illustration will show the difference in the two ratios. Let us assume 
for the sake of simplicity that one employee is paid $85 per month and that he is 
in a salary grade with a minimum of $85 and a maximum of $115. His compa- 
ratio is the actual salary of $85 per month divided by the standard salary at the 
midpoint, or 100. (The true “standard” is 99.52, the geometric midpoint. 
The arithmetic midpoint is used here to simplify the illustration.) 

Let us suppose that in another salary grade from $300 to $400 per month 
the employee is receiving a salary of $400. If this is divided by the standard, 
or midpoint, of $350, a compa-ratio of 115 results. Add these ratios of 85 
and 115 and divide by two. The result is an “average ratio” of 100. 

The other method of calculating the compa-ratio, described in Manual 
of Job Evaluation, is as follows: Take the two salaries of $485 and divide by 
the sum of the two standards, or $450. The result is a compa-ratio of 107.7. 
The “average” compa-ratio has been shown to be 100, because one employee is 
at the bottom of the range and the other one at the top, and the average, there- 
fore, should be in the middle, whereas the figure just given is nearly 8 per cent 
above the midpoint. This, obviously, is because of the weighting effect of the 
higher salary. The average compa-ratio based on the weighted compa-ratios 
in the various salary grades is thus seen to be more practical.* 

Table IV depicts compa-ratio changes in The Pennsylvania Company 
beginning with the year 1939, when the ratio was first established. It will be 
noted that the ratio was not 100 at the beginning, as theoretically it should 
have been. This is because no one had theretofore used such a ratio and its 
implications were not understood. It was an accident that the ratio began at 
* Short-cut formula for compa-ratio: 

List the number of persons and their total salaries, for each salary grade. Divide total salaries 


for each grade by the midpoint for that. grade, which will give a ratio. Add these ratios for all the 
grades; divide by the number of persons in all grades; and multiply the result by 100. This will give 
the compa-ratio for the organization. saat . ‘ 
o = Sum of cotal eet y_ grade) + No. employees & 100 
(midpoint by grade) 
There is an easy check on accuracy by noting whether the number of persons in a grade is about 
the same as the ratio for that grade. - 


Compa-rati 
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104, but stability in maintaining it fairly close to that figure has certainly been 
achieved. 


TABLE IV 


Date Compa-ratio 


104.0 
105.3 
105.5 


July 
January 
January 


May 105.3 
November 107.3 


i, 

1, 

/ 

1, 

:. : 

January 1, 107.2 

January 1, 107.7 

March L 106.4* 
‘i 
ay 
1, 


May 106.9 
February 108.1** 


March 100.3*** 


* Following a general salary increase of 5% and an increase in 
salary brackets of 6%. 


** After an unusual number of increases. 
*** Following a lifting of salary brackets. 


The rise in the ratio beginning in 1943 was the result of spending more 
money for increases in an effort to attract and hold desirable employees in a 
competitive labor market. The shrinking in March, 1946, was the result of 
increasing the salary brackets slightly more than the amount of a general 
salary increase awarded. The big change in 1947 was due to an increase in 
all salary brackets without any general change in salaries. 

In 1947 the level of salary standards was raised so that the ratio dropped 
from 106.9 to 100.3. In this situation it was felt that, with unchanged salary 
review procedures, the ratio might tend to creep upward. This seemed possible 
because in 1946 26 per cent of the employees were at maximum. In 1947, 
with the raising of salary maxima, only 7 per cent were at or over maximum. 
Thus a larger number of employees became eligible for salary increases, and 
consequently a slight tightening of the salary review procedure was inaugurated 
as an offset. At that time the division heads were asked to assume respon- 
sibility for maintaining their compa-ratios unchanged, a practice which had not 
been followed theretofore. Table V shows the percentage of employees at or 
over maximum in each of several years. 


TABLE V 


EMPLOYEES AT OR OVER MAXIMUM OF SALARY GRADE 
(OR WITHIN $3./MO. OF MAXIMUM) 


Number of Number at or Percentage at or 
Date Employees Over Maximum Over Maximum 
December, 1939 276 


May, 1940 241 
September, 1946 247 
February, 1947 73 


CONTROL OF SALARY EXPENSE 


Division heads are expected to watch their respective compa-ratios and 
to make sure they do not change appreciably. The effect of this is that the 
department must offset reductions in payroll (measured against the standard 
number of positions and position values) due to turnover of any kind, with the 
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amount of money spent in salary increases, so as to keep the compa-ratio 
unchanged. 

There are some limitations upon the effective use of the compa-ratio. One 
of these is encountered where a department is very small. A single salary 
change of any magnitude will substantially affect the compa-ratio of such a 
department. Departments composed of employees whose work is highly 
skilled tend to have little turnover. Thus, if the employees are to be rewarded 
at all, the compa-ratio will increase gradually and approach maximum. Con- 
versely, in departments where there is normally extensive turnover, such as 
where young girls are employed who often leave for marriage, the compa-ratio 
will never reach 100 because too many employees are at beginning rates. 
Actually in The Pennsylvania Company the standard compa-ratios for different 
departments and divisions take these phenomena into account. The standard 
compa-ratio for one department, for example, is 109 (where turnover is low 
and skills are high). In another, where turnover is heavy and skills are low, 
the compa-ratio tends to remain around 96, and this is the standard for the 
department. Any factor tending to make for stability of employment, and 
consequently low turnover, means a higher compa-ratio. 

There are some other ways of offsetting any tendency toward higher salary 
levels. Some of these are as follows: 


1. Give more favorable consideration to employees nearest the minimum, as against 
those nearer the maximum, salaries of their respective grades. 

Give preference to employees in the lower salary grades, where a large percentage 
of employees will be beginners who have entered at salaries at or near the minimum 
of the grade. 

Balance frequency of increase against size. In other words, if the size of the unit 
increase averages about 5 per cent of base pay, then a reduction in the amount 
spent in increases can be achieved by lengthening the frequency of salary review. 
Similarly, if frequency is unchanged, the total expenditure can be reduced by 
reducing the size of the individual unit. This is another way of saying that 
companies which give 10 per cent average increases can only give half as many 
in a year as companies which give a 5 per cent unit, unless costs are to increase. 
The foregoing, of course, assumes that labor turnover is the same in each case. 
Many companies have ignored these factors, to their regret. 


2. 


Cases which illustrate the foregoing principles will be of interest. Table 
VI shows the average annual increase and the percentage of total employees 
who received increases in the period prior to the adoption of the present 
systematic methods of job evaluation and salary administration. 


TABLE VI 


Average Percentage of 
Annual Employees 
Increase Increased 


42% 


After adoption of the present methods, it was found possible to achieve 
a considerable degree of stability, as illustrated by Table VII. 

The war influenced the figures of 1944 and 1945, and across-the-board 
salary increases in January, 1945, and January, 1946, affected those years. 
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TasLe VII 
Average Percentage of Average Number of 

Annual Employees Increases Per Employee 
Year Increase Increased Who Received Increases 
SR uiwleeiae < $85. 62% 1.14 
OS 88. 74% 1.33 
io eee 80. 74% 1.52 
og ET 81. 75% 1.46 
eee 83. 72% 1.42 
SOF oivyece? 81. 69% 1.39 


THE STRUCTURE OF SALARY GRADES 


Three characteristics of salary grades should be considered : 


1. Spread from minimum to maximum. 
2. The number of grades, or the rate of progression. 
3. Amount of overlap between grades. 


SPREAD 


The spread from minimum to maximum must be great enough to permit 
adequate reward of meritorious performance. The employee’s need for 
growth must be satisfied in some way, especially in the salaried or white- 
collar group, and this can be accomplished in part by the encouragement 
which results from periodic salary review and salary increases for meritorious 
performance. Another such reward comes from promotional opportunity. 

Difficulties arise in the administration of salaries because of the spread 
in dollars from minimum to maximum. Care must be taken to see that 
there is no tendency to give increases automatically from period to period 
without any actual evaluation of individual performance. This can be over- 
come only through careful administration of employee performance review. 
If the spread from minimum to maximum exceeds 35 per cent, expense con- 
trol is more difficult and it becomes incumbent upon management to stabilize 
total cost at a level approximating the midpoint between minimum and 
maximum. Even then the employees at or near maximum will be receiving 
excessively high pay and those near minimum are likely to be underpaid. 

Much difference of opinion exists as to what is the best spread from 
minimum to maximum. In the writer’s experience, 33 per cent is about 
right for most salaried groups. While there are sometimes reasons that 
make a lesser spread desirable, a spread of as little as 20 per cent is usually 
undesirable for salaried groups. 

In general, the greater the spread the more difficult it is to control 
expense. Another danger arising from a large spread is the inevitable 
tendency, in the absence of precise control through compa-ratio, of employees 
to gravitate toward the maxima. The greater the spread, the higher the 
eventual level can be. Also, with a wide spread, such as 50 per cent or 
more, there is too much difference in salary for the same work between 
an employee receiving the maximum and one receiving the minimum salary. 

Some unions pursue a policy of forcing salaries to the maximum. This, 
of course, is possible if there is any spread at all. In turn, it must be 
observed that management sometimes does not administer merit determina- 
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tion efficiently, and thus employees may have a legitimate grievance from 
failure to receive increases. 

Some companies have argued that a larger percentage spread from 
minimum to maximum is desirable for high salaries rather than for low ones. 
This is without logical foundation. It is the author’s experience that no 
greater accuracy is attainable in evaluation at low rates than at high, up 
to about $8,000. Accuracy from $10,000 to $35,000 or over is not quite 
so great, probably because of the complexity of very high salaried positions. 
It is difficult to see any justification for a wider spread for high positions 
than for low ones, except, perhaps, for salaries of over $10,000 a year. 
Other concerns have adopted the opposite policy, establishing a wider per- 
centage spread for low-paid jobs than for me ones. There seems even 
less defense for_this. 

Still other companies, when raising maxima, leave minima untouched. 
This violates a principle of employee equity in that it provides no higher 
entry rates than previously, though top rates have been raised. It is a 
difficult policy to defend. However, it tends to be ineffective, since employees 
are seldom at minimum except in starting jobs. 

In establishing the spread for a salary grade, it is logical to commence 
with a single rate structure. Any range in rates which is then added should 
logically be assigned half above and half below the midpoint, or single rate. 























THE BEST NUMBER OF SALARY GRADES 


The most suitable number of grades depends on some highly practical 
considerations, the first of which is related to the degree of accuracy which 
can be attained in distinguishing between position values. The author’s 
experience in evaluation indicates that distinctions between jobs can be made 
as low as 9 per cent or 10 per cent. This is partly due to the so-called vernier 
effect in job evaluation with multiple factors. Levels of difference for a given 
factor can usually be made 75 per cent of the time at 15 per cent intervals in 
factor comparison evaluation. It is probably unwise to attempt to make salary 
grade distinctions any finer than 9 per cent though some organizations have set 
up grades only 5 per cent apart. 

Another consideration in determining the number of grades in a given 
area is the desirability of making promotions when an employee moves from 
one position to another. If the number of grades is too great—that is, if the 
progression from grade to grade is as small as 5 per cent or 6 per cent—the 
movements upward, which are called upgrading or promotions, are only 
apparently such. The distinctions are actually too small to be reliably deter- 
mined and there is a false appearance of promotion. If it is not possible to 
measure a difference of 10 per cent reliably, then a grade progression that low 
is unsupportable. Nothing has been published, to the writer’s knowledge, on 
the reliability of job evaluation judgments except his own brief report in 
PERSONNEL.* 

On the other hand, when the number of grades is too few, such as when 
the rate of salary grade progression is 15 per cent or more, there will be changes 


* “The Characteristics of Salary Grades,” PersonnEL, November, 1946. 
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in job assignment which are great enough to represent real advancements, but 
two such positions will sometimes be found within the same salary grade, thus 
providing no salary promotion at all. Experience where job evaluation is 
effective shows that the most practical rates of progression from one salary 
grade to the next are 91%, 10, 11, and 12 per cent. Any less is too close and 
any more is likely to be too far apart. (See “How to Create Salary Grades” 
in the March, 1947, issue of PERSONNEL. ) 

Some unions demand 15 per cent increases upon promotion. It will be 
noted that the effect of this, where there is a 15 per cent progression between 
salary grades, is to reward the employee by the full amount of the differential 
between grades, which would seem to preclude merit increases thereafter. 
However, if there is any smaller progression than 15 per cent, the effect of a 
promotional salary increase of 15 per cent is to compensate the promoted 
employee by more than the difference between his old and his new salary grade. 
This procedure cannot be defended. A policy of this kind would seem to be 
best geared to the rate of progression from one salary grade to the next. Thus, 
if the rate of progression is 12 per cent, there is no logical reason for denying 
the promoted employee a 12 per cent raise. Under such circumstances, how- 
ever, there seems to be no reason to have any range in salary from minimum 
to maximum. 

Admittedly where the rate of progression from one salary grade to the 
next is 10 per cent, if an employee gets a promotion and is given only a 5 
per cent increase, he gets only half of the increased value of his work, the effect 
of which is to reduce the compa-ratio. This is offset, however, by the fact 
that he would normally expect to get a merit increase each year of about the 
same amount, if his company employs a table geared to 5 per cent merit increase. 
Thus he would receive two increases aggregating 10 per cent. 

If a 33 per cent spread is used, then a salary policy permitting 10 per cent 
increases means there can be only three steps from minimum to maximum. 
It would also be necessary to restrict the frequency of salary adjustments 
unless the compa-ratio is to move upward. If that happens salary maximum 
tends to be the standard of pay rather than the midpoint and costs get out of 
control. 


OVERLAP 


The amount of overlap from one grade to the next is actually not a very 
important consideration. By overlap is meant that two employees can be 
in different grades but earn the same salary. (See Table I in “How to Create 
Salary Grades,” in the March, 1947, PERSONNEL. ) 

The justification for overlap in a salary group is that a seasoned employee 
in Grade 7 can easily be worth more to the company than a beginner in Grade 
8 or even Grade 9. Asa practical matter, a well-adiinistered salary program 
provides a gradual progression of capable employees from one grade to another. 
Such employees will probably never receive salaries which are at or even near 
the minima of any grades in which their positions may be located, except per- 
haps the very first grade for their entering jobs. 





DO YOU REALLY WANT FREEDOM FROM 
WORK STOPPAGES? 


By HAROLD R. NISSLEY* 


Six convincing reasons for the adoption of voluntary labor arbitration are 
summed up in this article by Mr. Nissley. The author points out that arbi- 
tration is essentially a practical aid in labor relations because, among other 
things, it is face-saving, time-saving, and inexpensive. That voluntary 
arbitration awards “stick” is evident from the fact that less than 1 per cent 


of the decisions of American Arbitration Association panels have been 
challenged. 


HERE has been frequent mention in the press of compulsory arbitration 

as a means of settling labor disputes. Those favoring such government 
compulsion forget the adage, “You can lead a horse to water but you can’t 
make him drink.” <A system of voluntary arbitration, however, whereby both 
sides agree to abide by the decision of a third competent and disinterested 
party, would seem to be the ideal solution to problems threatening work 
stoppages for several reasons: 


1. Arbitration is face-saving for both sides. 


Frequently a management and/or a union, after having taken a definite 
stand, either learns of new facts which weaken its position or is unwilling to 
pay the consequences of a long strike, which is detrimental, in most cases, to 
both top management and union leadership. Both sides can maintain their 
prestige, however, by agreeing in substance to this line of thought: “We 
believe we are right in this matter, and we are willing to trust to the judg- 
ment of a third party to be mutually agreed upon.” Thus, when this “third 
party” comes up with an adverse decision, the loser can still hold up his head 
and say, in effect: “We don’t agree with the decision, but we will carry out 
our promise by abiding by the decision.” It is not hard to imagine instances 
where the loser would heave a sigh of relief at so low a cost to his prestige. 


2. Arbitration is time-saving. 


Court cases frequently take months or even years before a final decision 
is rendered, in contrast to the typical 60- to 90-day decisions of arbitrators. 
While jurisdictional, disciplinary, and other disputes are pending, neither side 
can make long-range plans. Thus this substantial saving in time not only 
resolves the problem for both parties expeditiously but enables them to plan 
their future actions more intelligently. 


3. Voluntary arbitration is less costly than court action. 


Ninety per cent of the 11,000 panel members of the American Arbitra- 
tion Association provide their services at no cost. This is their contribution 
to industrial peace. Some of these people spend days out of a busy schedule 


* Industrial Engineer, Cleveland, Ohio. 
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to hear both sides of a controversy, to do research on a case, and to write 
up a logical and fair decision. Competent arbitrators may then be had for 
anything from zero charges per day for occasional cases to $100 per day for 
professional adjudicators or arbitrators. 

The Association charges an “Administrative Fee: Each party shall pay 
to the Administrator in advance of each hearing the sum of $25 for the first 
hearing and $15 for each subsequent hearing for its administrative service 
and facilities. For any adjournment after due notice of hearing, the party 
causing it shall pay an additional fee of $5. For hearings, or parts thereof, 
held after 6:00 p.m. weekdays or after 12:00 noon Saturdays, there will be a 
charge to each party of $2 per hour.”’* 

If a verbatim account of the proceedings is desired by either disputant, 
professional court reporters (usually stenotypists) are available at a charge 
of 50 cents per page (double-spaced) for the first transcription and 25 cents 
per page for each copy after the first. Thus for $150 either party can get 
an average day’s verbatim account of what was said during these private 
hearings. 

Meeting places (“courtrooms”) for these hearings may usually be had 
for a small per diem charge. The American Arbitration Association, which 
has offices in 1,500 cities, charges $25 per day for the use of local rooms for 
such purposes. 

Both sides may or may not be represented by professional legal counsel. 
If the stakes are high, usually each side will employ either its regular legal 
staff or an outside law firm. 

Though it would seem lawyers’ expenses would be the same as in a 
regular court proceeding, they are considerably lower in the case of arbitra- 
tion, for several reasons : 


a. A plaintiff or a defendant must be represented by a lawyer in good 
standing, when appearing before most courts. No such requirement 
is necessary in arbitration cases. Indeed, where unions are involved, 
the district or local union president is frequently the “counsel” for the 
unton. 

Because the decision of the arbitrator is final and binding, legal ex- 
penses incurred through appeals are eliminated. 

Because the arbitrator usually has but one case to try, unlike the heavy 
docket of many courts, cases usually start on time, and each side is 
given ample opportunity to present its case. Thus the long waiting 
time in courtrooms is saved for lawyers, company, and union officers, 
as well as for the dozens of witnesses who may be on hand to testify. 


Voluntary arbitration is timed for the convenience of both parties. 


Whereas disputants must await the pleasure of a court, an arbitration 
can be started as soon as both parties are willing and ready to arbitrate. Post- 
ponements requested by one party are handled through the arbitrator, who 
seeks the permission of the other side to postpone the case (if permission is 
not granted, the hearings proceed on schedule). Thus, from a timing angle, 


‘oluntary Labor Arbitration Rules, American Arbitration Association, 9 Rockefeller Plaza, New York, 
january 1, 1945, p. 7 
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voluntary arbitration is tailored to the convenience of both parties; it is con- 
ceivable that a case could be heard and settled within a day’s time! 


5. - Arbitrators are more acceptable to both sides than are judges or gov- 
ernment agents. 


The reason for this becomes apparent when it is understood how arbi- 
trators are selected. One method is for each side to select a well-known 
citizen in the community (e.g., a clergyman, a professor, or a war hero) ; 
these two, in turn, select a sole arbitrator—one who may or may not be known 
to both sides. 

The method used by the American Arbitration Association is to send 
each side a list of 10 names (panel members). Each side scratches out the 
names of those people unacceptable to it. If one side scratches all 10 names, 
another list of 10 is sent to each. If all the names of the second list are 
scratched, the AAA then makes a selection which both sides must accept 
under the agreement signed by each side, either at the time the union con- 
tract is negotiated or when each side agrees to use the services of the AAA. 

Because the panel members of the American Arbitration Association are 
carefully selected (and checked) in the beginning, usually three to five names 
are left on the first list which are acceptable to both sides. The local AAA 
manager then calls the first panel member who, because of previous commit- 
ments or distance, may be unable to accept this invitation.* 


6. Voluntary arbitration awards stick. 


Of the 25,000 awards (10 per cent of which are labor-management deci- 
sions) the American Arbitration Association has handed down in the last 
20 years, fewer than 1 per cent of the panel member decisions have been 
challenged. Of those that have been challenged, the majority are the result 
of misunderstanding on exactly what was to be arbitrated or, in a few cases, 
where the arbitrator went beyond the scope of the matter to be arbitrated. 

Among the several reasons for this high acquiescence are the following: 
(a) The original selection of an AAA panel member is based on the prestige 
of his sponsor (another panel member), who recommends him to the panel, 
and on what his references have to say about him. (b) The selection of the 
arbitrator is made by both disputants—not by a popular election (as in the 
case of many judges). Frequently, if a judge is “liberal” he is charged with 
being pro-labor; if he is “fair” he might even be charged by some as being a 
“corporation man.” (c) Often an arbitrator is armed with more technical 
knowledge or knowledge of the trade than is a judge who is not so highly 
specialized ; it should be said, however, that a judge can and frequently does 
appoint a specialist or a magistrate when he thinks the subject is beyond his 
ken. Obviously, someone well versed in trade practices and technical terms 


* Although traveling and other out-of-pocket expenses are paid to these panel members, refusal to serve 
on a particular case may be based on a number of reasons besides those given here. A panel_member 
— (probably should) decline to hear a case involving the management of a good customer. He might 
refuse because the union involved is affiliated with the union in his plant. He might think the case will 
run several days or even weeks of hearings, inspecting plant conditions, and research and thus take too 
much of his or his company’s time. If a technical matter is in dispute such as a production standard, 
he might feel unqualified to pass on it despite his reputation for integrity and intelligence. 
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is in a better position to render a quicker and fairer decision than the typical 
jurist, But the closer a person is to a particular situation the greater become 
the doubts on one side or the other as to objectivity of that person. (d) 
Both sides swear before hearings start that they will abide by the decision 
of the mutually selected arbitrator. Frequently such agreement is reached 
long before the “battle stage’”—at the time of contract negotiations. (e) Vol- 
untary arbitration awards have the force of law in 47 states where there is no 
appeal except in labor disputes, whereas six states include labor as well as 
other kinds of disputes. 

7. Voluntary arbitration is semi-confidential. 

Unlike the typical courtroom, an arbitration includes only the immediate 
parties and their witnesses. Newspaper accounts of the proceedings are not 
given. Indeed, it is the purpose of a good arbitrator to bridge the chasm 
that has developed between two parties who wish to continue doing business 
with one another. The less said about the proceedings and the outcome after 
the hearings are over, the happier everyone will be and the sooner will the 
two parties come together as a working team. 


CONCLUSION 


The one practical labor-management tool for reducing industrial disputes 
is voluntary arbitration. It is practical because: (1) it is face-saving; (2) 


it is time-saving; (3) it is inexpensive; (4) it is timed for the convenience 
of both parties; (5) voluntary arbitrators are more acceptable to both sides 
than are judges or other government agents; and (6) voluntary arbitration 
awards stick. 

Enlightened selfishness, then, would seem to prompt both management 
and labor to seek refuge from work stoppages and permanent injury to esprit 
de corps by accepting and crusading for this practical ameliorating tool. 


AutHor’s Note: I wish to acknowledge the help of Mr. J. E. Camden, Regional 
Manager (Cleveland Office), American Arbitration Association, in the preparation of this 
article—H. R. N. 


















THE PRACTICAL NEGOTIATION OF UNION 
SECURITY CLAUSES 


By HERBERT A. LIEN* 





In the first of two articles on contract negotiation, Mr. Lien takes up the 
various kinds of union security provisions and discusses the problems 
involved in the “type of shop” clause. The author also considers the checkoff 
principle and outlines the different types of checkoff arrangement. In formu- 
lating union security clauses, he says, specificity is essential. This article 


has been annotated to show the impact of the Taft-Hartley Act on these 
types of clauses. 


HE practical labor-management negotiator must know before he enters 
upon a negotiation whether or not the question of union security’ 
involved. Naturally, if the initial contract is being negotiated, the question 
will be involved. It may arise on a renewal of an agreement where the 
union or the company seeks to improve or modify a prior security clause. 
The negotiator, representing either side, who participates in a conference 
involving such demands, must be adequately prepared. I do not mean that 
he has to burn the midnight oil in preparation, but he must consider the 
various possibilities. The labor-management negotiator should be familiar 
with the labor relations history and background of the firm. It might be 
asked why that is necessary in connection with a union security provision. 
Well, assume the contract is the first one in a plant where certification of 
the union was preceded by some severe opposition either by another union 
or by an independent group of employees. Such a circumstance in the 
background must act as an alert to the company representative so that, if 
he is willing to accede to a closed shop demand, he will require a clause 
protecting the workers of the opposition against union’ retaliation.” 

Let us first consider the various types of union security clauses. Unions 
frequently refer to such a clause as “type of shop.” On this matter, the 
unions demand either a closed shop or a union shop. 

It is important to differentiate between a closed shop clause, a union 
shop clause, and a maintenance-of-membership clause. Sometimes the union 
delegate himself hasn’t a clear picture of the difference. Demands purportedly 
for a closed shop are sometimes nothing but demands for expansion of the 
appropriate unit. When these demands are presented at an initial con- 
ference, it is well to exchange views by means of questions so that each 






















* Author of Labor Law and Relations; Special Lecturer at the College of the City of New York on the 
‘“‘Law of Labor Relations” and the ‘‘Law of Labor Standards”; attorney and labor relations consultant. 
1 Since this article was based on a lecture delivered before the American Arbitration Association in 
January, 1947, and was written before passage of the “Labor-Management Relations Act of 1947,” the 
author will indicate by footnote the probable effects of that Act on the various aspects of union security. 
2 After August 22, 1947, an Yay er who agrees to a closed shop will be in violation of Section 8-A(1) 
and (3) of the new act. Even 7 he agrees to a union shop clause subject to the provisions of Section 
8-A(3), the opposition group would be protected under subsections (A) and (B) of said Section 8-A(3), 
which prohibits the operation of union shop clause if membership is denied to an employee on the same 
terms and conditions generally applicable to other members, or if membership is denied or terminated 
for reasons other than tender of the uniform periodic dues ‘and initiation fees. Union security clauses 
contained in contracts executed prior to June 23, 1947, are good to termination, and such clauses agreed 


to in contracts entered into from June 23, 1947, to ‘August 22, 1947, for one year are likewise good 
during that year. 
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side understands exactly what the other means by the terms employed. 
Demands that appear rather ominous sometimes almost vanish under judi- 
cious questioning. Inquiries as to what the union really is seeking, and 
attempts to visualize the workings of the clauses under varying hypothetical 
situations in the shop, are enlightening. Sometimes the local union or union 
delegate is following a pattern of demands, and some of the items, when 
clarified by questioning, are not at all popular with the collective bargaining 
committee because of their effects in the particular plant. It is also important 
to be familiar with the various types of clauses and the combinations thereof 
which have been used, since some variation or combination might be 
peculiarly suited to your particular situation. 


TYPES OF CLAUSES 


A closed shop clause requires all employees in the appropriate unit to 
be union members in good standing as a condition of employment, directly 
or by implication requiring hiring through the union. This may be modified 
by a provision permitting hiring in the open market in the event the union 
is unable to furnish suitable employees within a specified period, in which 
event the new employées usually must either apply for union membership 
or obtain a permit card immediately or in some comparatively brief period.* 

A union shop clause has all the basic elements of a closed shop clause, 
except that no requirement is made as to hiring from the union and new 
employees are generally given some more reasonable time, such as 30 days 
or their probation period, after which they must become union members.* 

A maintenance of membership clause with escape period requires all 
workers who have joined the union at the time of contract and who do not 
resign therefrom within some agreed-upon “escape period”—e.g., 15 days’ 
after day of the contract—and all employees who thereafter join, to maintain 
their membership and good standing in the union for the duration of the 
contract.® 

A preferential union shop clause provides a union shop with preference 
in hiring union members as new employees.® 

A preferential shop (often confused with a preferential union shop) is 
an open shop with certain hiring or other preferences to union members." 

A harmony shop clause is an open shop clause which provides, as pro- 
tection to the union, a statement of encouragement or preference that em- 
8 See footnote 2 also. Demand for this clause, and strike therefor, probably a violation of Section 8-B(1 

and (2) on the part of the union. Labor Board is empowered to seek injunction preventing suc 
unfair labor practice on the part of the union—Section 10(j). Employer and/or union may be liable 
for back pay for discharges under such illegal clause. : 

‘This type of clause allowed under new act, provided: (a) employees are not required to become mem- 
bers of union until 30 or more days after employment; (b) union is the proper representative of the 
employees; and (c) employees have by a majority of all in the appropriate unit (as contrasted with 
a majority of those voting) in a secret election under Section 9(e) authorized the union to make such 
agreement. A clause agreed to but not to take effect unitl after authorization by such election would 
probably be permitted. - . : ‘ 

5 Under the old law, a closed shop clause and clauses less stringent, such as union shop and maintenance 
of membership, were permitted. Similarly, a maintenance clause which is less than a union shop 


would be permitted under the new act. The Section 9(e) election would also be required for this type 
of clause. 
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ployees become union members. It may be provided that duplicates of the 
statements in the clause be inserted into the first pay envelopes of new 
employees.® 

A percentage shop clause may provide no obligations on old employees’ 
membership or good standing but may assure the union that it will not lose 
ground through new hiring by specifying that a certain perecntage of new 
hirings shall be from the union or of union members.® 

An open shop needs no definition, since no requirements as to union 
membership are made. 


PROBLEMS 


As has been pointed out, the labor relations history and background of 
the plant must be borne in mind when considering the type of shop clause. 
Was there a two-union fight in the plant and an election? Did many of 
your oldest and best employees oppose the advent of the union? These 
factors must be weighed before you write a clause compelling employees to 
join the union or even to maintain union membership. If you have no other 
objections to a closed, union, or maintenance-of-membership shop, you may 
need a provision to protect ‘such workers—e.g., a provision that the union 
will accept into membership all employees in the appropriate unit on the 
same terms and conditions as other employees and without imposing fines 
or penalties of any kind, direct or indirect. 

You should define “good standing” if you are ready to agree to such 
a clause. Arbitrators have held that good standing is determined by the 
constitution and by-laws of the union and that the union’s definition is part 
of your contract when you agree to make good standing a condition of 
employment (Arbitration Decision, Illinois Bell Telephone, 5 L.A.R.1° 326) 
and that the employer has no right to question the union’s action even though 
the union’s constitution was changed after the contract was signed (Electric 
Boat Co., 5 L.A.R. 258). Do management and the employees understand 
this? Another arbitration decision involving the discharge of an employee 
because he was declared in bad standing for crossing the picket line of a 
sister union resulted in a decision by the arbitrator that a company can 
question a union’s action only when an employee is declared in bad standing 
because he (a) refuses to act against the law or public policy, or (b) he 
refuses to violate a contract. An expulsion not in accordance with the con- 
stitution and by-laws of the union may also be challenged. Otherwise, said 
the arbitrator, no inquiry into the reasonableness or fairness of the action 
or of the constitution and by-laws is proper, nor will inquiry be made into 
defects in adoption of the by-laws. (American Tel. & Tel., 6 L.A-R. 31.)" 

Though not precedents, these decisions, like all other arbitration rulings, 
must be taken into account when you negotiate, especially since arbitrators 
in many instances cite the findings or interpretations of other arbitrators. 


6, 7, 8,9 These clauses would be construed as violations of Section 8-A(3), and footnotes 2 and 3 would 
apply, since hiring requirements or conditions of initial employment seem to be within the purview 
oF the prohibition intended. 

10 The abbreviation L.A.R. refers to Labor Arbitration Reports, issued by the Bureau of National Affairs, 

Washington, D. C. : at ; i 

11 Even though the new law protects the employee’s right to his job under Section 8-A(3), expulsion of 

an employee from the union may still be considered a punishment and may cause unrest and dissension. 
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For example, in the American Telephone & Telegraph case cited above, the 
arbitrator in dicta referred to a decision of an arbitrator in a 1939 case 
(involving the Waterfront Employers Association) to support the premise 
that a refusal to cross a picket line was not a strike in violation of a no-strike 
clause—in the absence of an express agreement not to refuse to cross a 
picket line—because the employer should have known that the employee 
would not cross a picket line of another union. 


SIMPLIFYING THE MATTER OF “GOOD STANDING” 


You can expressly define “good standing” by providing that, for the 
purpose of the clause or the agreement, an employee shall be deemed in 
good standing if he has paid his dues. Though unions will contend you are 
attempting to interfere with their internal affairs, this is not the case. You 
do not declare that an employee may not be found in bad standing in the 
union for other reasons; you are merely saying that you will discharge a 
man only if he is found in bad standing for non-payment of dues.’ 

With a new contract, or one signed after men were inducted into service, 
you may encounter the problem of the veteran who is legally entitled to 
reinstatement and who refuses to join the union. An arbitrator has ordered 
such an employee discharged (A. Cohens Exchange, Inc., 3 L.A.R. 263), 
though the courts may subsequently decree his reinstatement with back pay 
on the theory that a veteran’s rights may not be lessened or impaired by a 
contract made in his absence. This problem may be covered by a special 
provision allowing compliance with the law and removing interpretations of 
the law from the province of the arbitrator since his decision, while binding 
on the employer, might not be binding on the veteran. One arbitrator has 
dismissed a veteran’s claim on the ground that the matter involved was a 
subject of law. 

Provision should be made in the contract for some form of notice in 
connection with a demand for severance of an employee because of loss of 
good standing, stating the reason for the loss of good standing. Reasonable 
time should be allowed between the notice and actual discharge, to give the 
employee a chance to reinstate himself and the employer an opportunity to 
obtain and train a replacement. 

The escape section of a maintenance clause should provide the time and 
manner of resignation from the union instead of including merely the standard 
phrase, “who has not resigned.” Here again, arbitrators may say the union 
constitution and by-laws control. One arbitrator has held that the resigna- 
tion must be received by the union during the escape period and at no ‘other 
time (Harris Structural Steel, 5 L.A.R. 382). Usually, the employee informs 
the department union representative of his intention to resign and stops 
paying dues, and subsequently the matter goes to arbitration. In some cases 
the question of inability to resign if dues, assessments, or penalties are 
unpaid comes up. You may define a resignation for the purposes of the 
contract. The advantages of such contractual definition is that both parties 
know exactly what.they are agreeing to; the matter is not left to the con- 
jecture of an arbitrator whose decision may negate what was really intended. 


2 See footnote 2. 
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THE ECONOMIC FACTORS 


The arguments for and against the closed shop and variations thereof 
are well known and have been discussed too exhaustively to be worth con- 
sidering at length here. The economic questions involved, however, must be 
weighed by the practical negotiator. A union with a closed shop has greater 
bargaining power because it can enforce its desires—i.e., the national patterns 
—on the employees even though they may be unsound or, in the long run, 
not in the best interests of the employees and management in the particular 
plant. In other instances it can prevent or weaken active opposition to union 
strike plans, though the employees themselves may view the threatened action 
as unwise or unjust. Frequently a union will pay for future strength in 
negotiations on current economic clauses. 

On the other hand, a union compelled to conduct a periodic membership 
campaign to bolster its strength in the plant will be obliged to promise the 
employees inordinate results and during the contract year will push grievances 
it might otherwise reject. 


THE CHECKOFF 


Whether it is part of the union security clause or a separate clause, the 
checkoff must be considered in formulating the union security clause. The 
checkoff principle appears to have evolved from the habit of workers in 
some industries, particularly the mines, having the company check off their 
normal obligations, such as rent, purchases in company stores, etc. In the 


development of unions in those fields, it was logical that the worker would 
check off union dues just as he had checked off other obligations. The 
spread of the practice into other industries was based largely on convenience 
and economy of operations and increased economic strength for the unions. 

There are several types of checkoff : 

1. The voluntary, revocable checkoff, under which the worker signs an 
individual authorization to check off his dues until such time as he revokes it. 

2. The voluntary, irrevocable checkoff, under which the worker again 
signs an individual authorization for checkoff, which in this case continues 
in effect for the duration of the contract. 

3. The involuntary, irrevocable checkoff, whereby the employer con- 
tractually agrees to check off from all employees for the term of the contract.’ 


SPECIFICITY ESSENTIAL 


Here again, it is best to define and delimit clearly the terms of the clause. 
If you are agreeing to check off dues only, say so. If you agree to check 
off dues and assessments, you should know that you are bound by the con- 
stitution and by-laws of the union as to the manner of payment of assessments 
and/or as to the amount of the assessments, and probably you would be in 


13 Section 302 of the new act makes it a penal offense to check off any monies or even to agree to do so 
except in payment of membership dues in a labor organization where the employee has executed a 
written assignment which shall not be irrevocable for more than one year or the termination date of 
the contract, whichever is sooner. Since Section 8-A(3) refers to non-payment of initiation fees and 
dues as the sole cause for termination under a union shop clause, and Section 302-C(4) refers only 
to membership dues, there is serious question whether the employer can agree to or deduct anything 
(i.e., initiation fees or assessments) but membership dues under this section. 
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no position to question the validity of an assessment before an arbitrator, 
even though your workers or some of them were up in arms about it. 

It might indeed be well to limit the amount of the dues, since one union, 
under a contract clause checking off dues only, passed an assessment (which 
it termed a dues assessment) prorated over a 12-month period. An arbi- 
trator interpreting the clause said that the purpose of limiting the checkoff 
to dues was to enable the employer to deal with regular, fixed amounts in 
his bookkeeping. The arbitrator apparently gave no consideration to the fact 
that employees view their compensation in terms of their net pay and are 
not at all happy about deductions, for whatever reason. Employers who 
realize how their workers feel about this frequently strive to limit the amount 
of deductions other than those required by law. In such a situation, it would 
be best, if a checkoff is granted, to grant it for dues only and to specify 
the amount. 

In connection with the maintenance-of-membership clause, an arbitrator 
has held that the checkoff provisions apply only to members of the union. 
While that seems obvious, the mere fact that a union raised the question 
should warn negotiators to include a clear-cut limitation in the checkoff 
provision. (Buffalo Springfield Roller Co., 5 L.A.R. 391.) 


SOME ADVANTAGES OF CHECKOFF 


If an employer can limit the question of good standing to dues payment, 
checking off the dues offers a certain advantage. Management thus auto- 
matically obviates the possibility of an employee’s getting into bad standing. 
If you have a union shop or a maintenance clause, and if the checkoff is on 
a voluntary, revocable basis, it may also be a good indication of the strength 
of the union and might even form the basis for a test of loss of union 
majority at the conclusion of the contract period. 

Under a maintenance clause, shop stewards who must solicit workers for 
their dues, or union representatives from outside the shop who must contact 
shop committees in connection with dues, frequently find their requests for 
dues countered by an employee or shop committee offensive in connection 
with some working condition or grievance. Thus the necessity for constant 
collection may aggravate union demands or increase union grievance activity. 
Realistically speaking, trade unionists should not demand the checkoff be- 
cause the checkoff—especially in small, isolated plants—tends to keep the 
union representative away from the plant and to weaken the link between 
many individual workers and their union. 


NOTE: Mr. Lien has prepared a sequel to this article, on the negotiation of seniority 
clauses, which will appear in the next issue of PERSONNEL.—Editor. 
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SELECTIVE Jos PLACEMENT. By _ Tobias 
Wagner. The National Conservation 
Bureau, 60 John St., New York 7, N. Y., 
1946, 151 pages. $2.50. 


Reviewed by Marjorie A. Crews, M. D.* 


The outstanding contribution of this book 
is its presentation of clear-cut statistics 
which establish the fact that the correctly 
placed worker has the most favorable rec- 
ord in all the six indices used to determine 
work efficiency on an industrial job: (1) 
rate of production; (2) quality of produc- 
tion; (3) weekly wage; (4) accident fre- 
quency; (5) accident severity; (6) ab- 
senteeism. 

In this era of specialization, matching of 
man and job is absolutely essential. Proper 
personnel placement procedures must be fol- 
lowed if work efficiency is to be incteased. 
With the use of data secured by scientific 
methods, placement of employees can be 
taken out of the trial-and-error category 
and put on the basis of intelligent and 
systematic procedure. 

Studies were made of the performance of 
disabled and non-disabled workers in a 
variety of jobs in many industries. The 
results showed: 

1. That disabled persons who were placed 
so as to afford optimum use of their work 
capacities, at jobs in which their disabilities 
were not handicaps, proved consistently 
superior to non-disabled workers placed in 
jobs by less selective methods. 

2. That disabled persons incorrectly 
placed proved inferior to those carefully 
placed and also to normal employees because 
of the excessive energy expenditures and in- 
creased fatigue resulting from their con- 
tinual efforts to adjust to ill-suited work, 

3. That the normal subjects correctly 
placed excelled over the disabled workers 
correctly placed in the first year of their 
employment, but in succeeding five-year 
periods the disabled workers surpassed the 


* Medical Department, Eastman Kodak Company, 
Rochester, N. Y. 


normal workers increasingly as the years 
progressed. 

Considered by age groups, job perform- 
ance of disabled workers compares to that 
of non-disabled workers, as follows: 


Age Groups Disabled Normal 


“better than ‘“ 
- equal to ” 
“better than “ 
“ betterthan “ 


When a disabled person is correctly 
placed and given equal ~ opportunity to 
achieve success under normal conditions, his 
disability generally serves as a stimulus to 
greater achievement. 

A kind and generous philosophy permeates 
the entire volume, emphasizing the need for 
continued progress in consideration of those 
who have become the unfortunate victims of 
disease or accident. It is the author’s hope 
that industry will awaken to the fact that 
“individuals differ in height, weight, 
strength, intelligence, emotions, visual and 
auditory acuity, social, economic and educa- 
tional background, interests, attitudes, vari- 
ous skills, alertness and personality.” When 
the worker is matched to a position in which 
he is employing his best capabilities, is 
emotionally well-adjusted, and is well- 
trained, then industry can expect, and will 
get, results that will more than justify the 
additional training and efforts of those in 
job placement positions. 


SysTEMATIC MoTION AND TIME Stupy. By 
Marvin E. Mundel. Prentice-Hall, Inc., 
New York, 1947. 232 pages. $4.00. 


Reviewed by Warren L. Ganong* 


The addition of a new book to the repe- 
titious literature of motion and time study 
must be justified by some significant con- 
tribution of the author. Fortunately there 
is much in Mr. Mundel’s “systematic” 


* Training Advisor, H. P. Hood & Sons, Boston; 
formerly Associate Professor of Industrial En 
gineering, Northeastern University. 





Note: New books on personnel management are also reviewed regularly in the Assocw 
tion’s monthly publication, THE MANAGEMENT Review. 








> years 


-rform- 
to that 


orrectly 
lity to 
ons, his 
ulus to 


rmeates 
eed for 
»£ those 
stims of 
r’s hope 
act that 
weight, 
ual and 
1 educa- 
2S, vari- 

When 
n which 
ities, is 
s  well- 
and will 
tify the 
those in 


ipy. By 
all, Inc., 


1g* 


he repe- 
ne study 
ant con- 
ly there 
tematic” 


s, Boston; 
strial En- 





Associa 





THE PERSONNEL BOOKSHELF 79 


treatment of his subject that merits atten- 
tion by practitioners and students alike. The 
author has well achieved his aim, “ 

to reach down to the basic principles that 
have pervaded the successful work in the 
field of motion and time study and organize 
these principles so that all can follow them.” 

Every chapter contains evidence of the 
author’s attainment of his objective; his re- 
duction of each subject and technique to a 
clear-cut “how to do it” outline extends even 
to his discussion of “The Human Factor.” 
In fact, the directness of Mr. Mundel’s style 
might be misinterpreted as brevity at the 
expense of thoroughness. Closer scrutiny 
reveals, however, that the non-essential has 
been eliminated, leaving a condensed text 
that deserves careful reading. 

The economic and social implications of 
motion and time study are not unduly 
labored, but are set forth in concise and con- 
crete fashion. The author’s common-sense 
approach, reflected throughout the book, is 
indicated early in Chapter 2: “It may be 
taken as axiomatic that no group will tend to 
cooperate willingly in an activity they do not 
believe they understand. Many will 
agree that any activity that does not benefit 
society, in general, deserves to fall by the 
wayside.” 

The usual tools and techniques are well 
treated and illustrated—process charts, oper- 
ation charts, man and machine charts, micro- 
motion study, time study, standard data 
development and use. To aid the novice in 
selecting the correct tools to use in a given 
instance, Mr. Mundel’s orderly instruction on 
“How to Start the Analysis” will be most 
welcome. His presentation of five “Possible 
Classes of Change Through Motion Study” 
is a feature worth noting. The author’s 
“organization sense” is again indicated in this 
section: “The higher the class of change, in 
most cases, the longer it takes to achieve, the 
more authority is required, and the more 
people are affected.” 

A notable innovation in the presentation of 
the many practical and understandable ex- 
amples is the showing of the charted mate- 
tial in the form in which they normally 
appear in practice—handwritten and hand- 
sketched. Rather than detracting from the 
readability of the text, they seem to add to 
it and give the reader a better idea of how 
to go about the work himself. 

The chapter on “Micromotion Study” de- 
serves special attention. A strong case is 
presented for more widespread use of this 
detailed, accurate technique, and members of 
methods or standards departments would do 
well to review the points set forth. Recom- 
mendations made for the use of micromo- 
tion study, and the technical suggestions and 
cautions, are sound and tested. Mr. Mun- 
del’s therblig definitions are the most spe- 


cific and teachable which it has been this 
reviewer's privilege to see. 

It is surprising, at first, to find that the 
index contains no reference to “principles of 
motion economy.” A newcomer to the sub- 
ject might never discover from the text that 
such formulated “principles” exist. Actu- 
ally he might be the happier, for Mr. Mun- 
del’s “Check List for Therbligs” is a most 
satisfying substitute. The Check List, with 
its 7 Basic Rules and detailed suggestions 
for examination of elemental motions 
arranged under the 5 Types of Changes 
(ranging from Design of Product to Motion 
Pattern), presents the essence of the motion 
economy principles in a most usable fashion. 
The author’s belief in the value of a working 
knowledge of micromotion study is evident 
and well substantiated. 

While it is somewhat unusual to find 
notable treatment cf both motion study and 
time study in one volume, it is achieved here. 
Time study is approached with a careful 
definition of terms and an indication of its 
many uses—including that of providing the 
basis for the setting of piece prices or in- 
centive wages. It is pointed out that a 
summary of these uses and their require- 
ments will show that it is desirable that the 
standard time should be: 

1. Consistent 


2. Representative of a performance which can 
be bettered by the average worker. 


Because of the many poorly conceived 
definitions extant, and because too many 
organizations seem to operate with no defi- 
nition, Mr. Mundel’s most useful specific 
— of stop-watch time study is given 
1ere : 


A stop-watch time study is used to find the 
amount of time that will be necessary to accom- 
plish a unit of work, using a given method, 
under given conditions, by a worker possessing 
sufficient skill to do the job properly, as physi- 
cally fit for the job, after adjustment to it, as 
the average person who can be expected to be put 
on the job and working at a pace 30 per cent 
below the maximum pace that can be maintained, 
day after day, without harmful physical effects. 


This might well be adopted, with minor 
modification to suit local conditions, for 
national usage by all firms that wish to apply 
time study most effectively. Certainly the 
lack of such definition has contributed to the 
spotty record of time-study practice. The 
author points out: 


There may be some who feel that the definition 
as given here is cumbersome and unnecessary. 
However, they should bear in mind that stop- 
watch time studies are time measurements of 
human performance, on the basis of which sched- 
uling, controls, supervisory objectives, pricing, 
and even wages are often set. . to avoid 
chaotic results, a standard must be defined in 
such a manner that consistent reliable measure- 
ments may be made. . if no adequate stand- 


ard of human performance is defined, managerial 
control will lack effectiveness. 
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It is likely that the practice of time study 
as presented by the author will appeal 
strongly to those with long experience. The 
emphasis upon the necessity for detail in 
describing the method used to do the job 
during the time study, for instance, is best 
appreciated by those who have seen the re- 
sults of omission on this score. Mr. Mun- 
del carries this to the novel but commendable 
point of naming as the “front” that side of 
the time-study sheet devoted to the detailed 
method description ! 

The approach to performance rating and 
allowances is a thoroughly realistic one, re- 
flecting in part the basic work of Ralph 
Presgrave and Phil Carroll, Jr. Consistency 
of production standards is cited as the main 
requirement, accuracy being necessary inso- 
far as relation to some fixed definition of 
standard is concerned. Rating is defined as 
“relating observed performance to standard 
by means of judgment.” The subsequent 
elaboration and reasoning is virtually un- 
assailable. Primary emphasis is placed upon 
the necessity for understanding of and 
agreement upon the basis for measurement 
by both labor and management. 

What is likely to be a gratefully received 
and perhaps widely acclaimed contribution of 
Mr. Mundel is his method of determining 
those necessary time-study allowances usually 
grouped under the heading of “personal and 
fatigue” allowances. The author’s method 
is based upon an analysis of pertinent job 


factors similar in technique to that employe 
by many job evaluation plans. There 
much to recommend it, not the least of whie 
is that it provides a definite means of rel 
ing the personal and fatigue allowance to f 
requirements of particular jobs. Too offe 
a flat percentage is used on all jobs rega 
less of their nature. 

The application of motion and time-stud 
standards and the development and use ¢ 
standard time values (synthetic times) 
carefully presented. A maximum of j 
struction is provided in a minimum of spa 

Of particular value to some readers will} 
the comprehensive and well-organized bi 
liography. Selected articles are arranged by 
industries and subjects ranging from “apple 
picking” and “dairy chores” to “textile 
and “wood-working.” 

Some readers may wish that a wider 
selection of problem material were included 
in the volume, that more space had been 
devoted to methods of presenting standard 
data, or that tables of elemental body motion 
time values had been included. Perhaps the 
author, knowing excellent sources of such 
material already existed, did not care to 
duplicate it. The book in its present form’ 
presents an admirably balanced treatment of 
motion study and time study adequate to 
meet the needs of a new student or practical 
minded operating man, together with enough 
new material to warrant its study by “old 
hands” at the subject. 
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